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Miu MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


Millers Mutual Fire Insurance Co Harrisburg, Pa. 
Millers Mutual Fire Insurance Co Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association....................44 Alton, Ill. 
Grain Dealers National Mutual Fire Insurance Co......... Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co Kansas City, Mo. 
National Retailers Mutual Insurance Co Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co Lansing, Mich. 


Mill Owners Mutual Fire Insurance Co Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A Service organization maintained by the Mill Mutuals. 
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LUMBER MUTUAL 
* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 












INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 





LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD | 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 





PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


/NATIONW(DE INSURANCE 
CUwtC£E 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 





Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 
Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 


Martin Agency, Seattle. 
























































JAMES A. DEMENT 


Director of Insurance 


STATE OF IDAHO 


IRECTOR Dement comes to his position as head of the Idaho Insurance Depart- 
ment after a varied experience in official circles. At the time of his appoint- 
ment he was serving as secretary to the governor of the state. His practical turn 
of mind, which bespeaks executive common sense, is a guarantee that the depart- 
ment will be conducted with satisfaction to the companies and the public. 
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NEXT MONTH 


The convention season swings into 
high during the month of May and from 
the meetings of the National Fire Pro- 
tection Association, the insurance divi- 
sion of the American Management Asso- 
ciation and the insurance division of the 
National Association of Credit Men 
should come some highly important read- 
ing matter for our June number. An 
article on airport development is in its 
final stages and will also be ready for 
publication. And, who knows, maybe 
that certain court decision will have been 
handed down. 


A. V. GRUHN, Editor and Manager 
EDWIN L. POOR, Managing Editor 
*L. A. FITZGERALD, Associate Editor 
*AMBROSE B. KELLY, Associate Editor 
H. F. SWANSON, Business Manager 


*Now serving in the Armed Forces of the United 
States. 
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MONOPOLY IN 


PPARENTLY monopoly in 

Rhode Island is to travel a 

rocky road. In March of the 
present year a joint committee rep- 
resenting a number of stock insur- 
ance organizations, national in scope, 
agreed upon and released to an in- 
terested public a set of principles 
in the form of a “suggested draft” 
for use by the agents “when consid- 
ering a licensing law.” That docu- 
ment represented the thought and 
judgment of a group of responsible 
individuals of considerable experi- 
ence in the insurance business. While 
we might take exception to some of 
its provisions, the suggested draft 
gave evidence that the joint commit- 
tee had considered the question of 
the qualification and licensing of 
persons desiring to enter the agency 
field with some regard for all con- 
cerned, including both the insurance- 
buying public and the ordinary cit- 
izen who, though not presently in the 
insurance business, might at some 
time desire to enter that field. It in- 
cluded within approximately 3,800 
words safeguards to which the public 
is entitled and certain standards to 
be met by those desiring, for the first 
time, to enter the agency business, 
together with a grant of authority to 
the supervisory official sufficiently 
broad to enable him to re-examine 
existing licensees who, by reason of 
their past performances, had created 
doubt as to their qualification to 
properly serve the public. We un- 
derstand — you know how _ those 
things get around —that the recent 
meeting of State Directors of the 
Agents’ Association, held at Jackson, 
Mississippi, failed to adopt the re- 
port of the joint committee because 
of opposition upon the part of some 
agents who felt that it might restrict 
their state association in setting up 
barriers against the entrance of new 
men into the agency field. That may 
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RHODE ISLAND 


or may not be exactly what happened 
but in light of what was then taking 
place in one state legislature it sounds 
reasonable. 

Those who of necessity have had 
to do with the fantastic proposals 
concerning the licensing of insurance 
agents made to state legislatures dur- 
ing the past twenty years breathed a 
sigh of relief at the release of the 
joint committee’s suggestions. Here 
at long last was a restraining guide 
to be followed by those starry-eyed 
youths who, having finally gotten 
themselves elected to high office in 
local associations, sought present 
glorification and a place in posterity 
by securing the enactment of some 
extreme, unreasonable and _ selfish 
statute which had for its least and 
last purpose the protection of the in- 
surance-buying public. No longer 
would august state senators and rep- 
resentatives be obliged to choose be- 
tween the threatened loss of a few 
votes at the next election and the 
passage of an act obviously for the 
exclusive benefit of a minority group 
claiming political power w hich, if ex- 
istent, had never been demonstrated. 
Insurance company executives, who 
have not been blind to the fact that 
many of the agency qualification pro- 
posals of the past few years were de- 
signed to keep such companies from 
expanding their business through en- 
largement of their agency plants, 
were reassured with the thought that 
this sensible approach would solve 
what had always been to them a 
troublesome and embarrassing mat- 
ter. 

Alas, the sigh of relief and the 
feeling of reassurance was not to be 
justified. The ink with which the 
joint committee had committed its 
set of principles to paper was scarcely 
dry before there appeared in the Sen- 
ate and House of Representatives of 
the State of Rhode Island a bulky 
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document of some 21,000 words bear- 
ing the imposing title “An Act pro- 
viding for the qualification, licensing, 
regulation and supervision of insur- 
ance agents, solicitors, brokers, advis- 
ers and company service representa- 
tives, and for the regulation of the 
insurance business generally.” Here 
was a monumental work, of such im- 
port that it required not only five and 
one-half times as many words as the 
suggested draft of the joint commit- 
tee but also an explanatory preamble 
and a separate “resume” of 4,600 
words—which we note is in itself 800 
words more than the joint committee 
required in the writing of its sug- 
gested draft. To be sure neither the 
title of the bill, the preamble or the 
resume disclosed all that the act con- 
tained and it was necessary for one to 
read approximately 20,000 words be- 
fore discovering that one of the pur- 
poses, though not the principal one, 
was to enlarge the educational system 
of Rhode Island by authorizing the 
granting of a degree in insurance by 
a newly created Educational Board to 
be composed of non-educators. Of 
course, the non-educator Board had 
other duties and prerogatives but the 
degree granting right was the cap- 
sheaf, upon which the sponsors were 
to rest their hope for remembrance 
after passing on to that section of 
Valhalla especially reserved for im- 
portant members of the stock insur- 
ance fraternity. 


SIDE from the fact that this bill 

to accomplish the comparatively 
simple matter of regulating the busi- 
ness of selling insurance protection 
to the citizens of Rhode Island was 
too long to be above suspicion and 
contained a number of provisions 
having little or nothing to do with 
the practical matter of licensing in- 
surance agents—as for example, that 
part of the defining section which 
tells us that “transact business” means 
“do business” and “do business” 
means “transact business’—it was 
notable because of its monopolistic 
features and the proposal to set up 
the Board of Insurance Qualification. 
This new unit in the Rhode Island 
educational system was to prepare 
written examinations to be taken .by 
every first-time applicant for an 
agent’s license, thus taking from the 
Insurance Commissioner a long-time 
duty provided by law; and to grant 
the degree of “Certified Insurance 
Counselor” to such as it might ex- 
amine and find worthy. This was not 
only going a step farther than groups 
of other states who have thus far 
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dared nothing more than the creation 
of a board of examiners to be selected 
from their own ranks but was in ad- 
dition creating an agency which was 
to rival the American Institute of 
Property and Casualty Underwriters, 
an institution having the wholehearted 
support, financial and otherwise, of 
the National organizations of both 
stock and mutual companies and 
agents. In fact, nowhere in the bill 
was the American Institute of Prop- 
erty and Casualty Underwriters given 
even slight recognition. 


The avowed purpose of the bill as 
set forth in the resume was to “pro- 
tect the public against financial loss 
due to the incompetence of agents, 
brokers, etc., or due to other unethi- 
cal or improper acts on their part,” 
while its real purpose—also indicated 
in the resume under the heading 
“Freezing of present licenses’—was 
to preserve the status quo of those 
agents now licensed in Rhode Island 
and make possible the closing of the 
door to all others, however capable 
or deserving they might be. Since 
the avowed purpose of the bill was 
to protect the public of Rhode Island 
against incompetent agents guilty of 
improper acts, it was necessary to 
justify, in some way, the provisions 
for the freezing of present licenses 
and this was attempted—also in the 
resume — with the somewhat bland 
statement that “There is a constant 
turnover of licensees through natural 
causes and in time present unqualified 
licensees will pass out of the picture 
without any action by the state insur- 
ance department.” (The italics are 
ours. ) 


S time passed with the bill under 
A consideration by the committees 
of both House and Senate, it became 
increasingly apparent that however 
willing the sponsors might be to con- 
sider changes in other provisions, no 
ground was to be given in the matter 
of the freezing of existing licensees 
and the closing of the door against 
the entrance of new men or women 
into the agency field save through the 
meeting of entrance requirements 
which under the language of the act 
might and probably would be pro- 
hibitive. The suggestion that pres- 
ent licensees, after a reasonable time 
in which to prepare themselves, be 
required to submit to an examination 
or that men and women in essential 
war industry, who had previously 
been engaged in the agency field, be 
relieved of the educational require- 
ments applying to first-time appli- 
cants was met with stony silence. 
That, of course, would mean no 


monopoly for those who remained at 
home. Ground was given reluctantly 
on the provision that the examina- 
tions to which a first-time applicant 
was to be subjected were. to be pre- 
pared by the Board of Qualification 
rather than by the Insurance Com- 
missioner, where we think it belongs; 
that prior to the taking of an exam- 
ination the applicant must have com- 
pleted a course or courses approved 
by the Board of Qualification and 
given either by the Rhode Island As- 
sociation of Insurance Agents, whose 
own course of study was to be given 
statutory recognition, or Rhode Is- 
land State College or some other de- 
gree conferring college or university 
or some ‘institution which had been in 
existence for at least ten years (au- 
tomatically eliminating the American 
Institute of Property and Casualty 
Underwriters for the next seven or 
eight years), or some admitted com- 
pany whose curricula was registered 
with and approved by the Board ; that 
the applicant must be examined on 
lines of insurance not to be included 
in his license; that an applicant fail- 
ing in an examination was foreclosed 
against trying it again for a period 
of three months; that no person con- 
nected with a banking institution 
might be licensed; that reinsurance 
contracts must pass through the 
hands of a licensed agent ; all of these 
provisions might be modified if pas- 
sage of the bill depended upon it, 
but never was there a willingness to “ 
grant to the members of the armed 
forces, who had locked their offices 
and responded to the call of their 
country, the same liberal treatment 
proposed to be accorded to existing 
licensees—among whom are included, 
admittedly, those selfsame agents 
whose incompetent and improper acts 
prompted the introduction of the 21,- 
000-word bill. Nothing would or 
could be acceptable if it disturbed 
those gentlemen or made it reason- 
ably easy for others to enter the field 
in competition with them. To be 
sure, the returning soldier or sailor 
who had never been an agent or who 
had been out of the business for a 
short time might, in the discretion of 
the commissioner, be granted a tem- 
porary license, provided that within 
a year he completed the required 
courses of study and submitted him- 
self to the same examination as a: 
first-time applicant; but those who, 
for one reason or another, were not 
acceptable for induction into the 
armed forces and were shunted into 
essential war industry must meet the 
requirements of a first-time appli- 
cant. A monopoly was in the making 











and such a thing as consideration for 
the man who had temporarily left his 
business to battle and risk his life for 
the preservation of free enterprise 
could not be permitted to interfere 
with it. 

The Rhode Island bill failed of 
passage just as an almost identical 
bill failed in a previous session. The 
Solons whose duty it is to guard the 
interests of the citizens of that State 
were not impressed with the plea that 
those interests would be best pro- 
tected by the creation of a monopoly 
in the hands of a group which admits 
its membership to be a bit tainted by 
the presence of incompetents who 
would, nevertheless, be frozen in 
their present status until removed by 
“natural causes.” The residents of 
Rhode Island and especially those of 
integrity, business ability and sound 
common sense who may some day 
desire to enter the agency field as 
representatives of one or more of the 
great insurance companies transact- 
ing business in that smallest member 
of the Union, should be thankful. 

Apparently the Rhode Island leg- 
islators have no intention of making 
the Rhode Island Association su- 
preme in the agency field in that state. 


ee @ @ 
WAR DAMAGE INSURANCE 
IN ENGLAND 


OW Great Britain has met and 

handled the problem of war 
damage insurance is being interest- 
ingly told in various addresses by Jul- 
ian Langner of the California office 
of British War Damage Services. 
His explanation throws light on what 
might have happened in the United 
States if our defense efforts had not 
responded at once to the danger 
which early in the war threatened our 
cities, especially on the West Coast. 
While it is devoutly hoped that the 
possibility of such devastation is by 
now very remote, it will be found ed- 
ucational to put ourselves in Eng- 
land’s shoes for a moment by reading 
Mr. Langner’s remarks: 


“Speaking of bombing and damage 
by high explosives and fire bombs, 
one of the big stories of this war will 
be that of Britain’s national war dam- 
age insurance program and the coop- 
eration with the Government of the 
great British Insurance Companies 
and Lloyd’s; the story of how Brit- 
ain withstood the shock of wholesale 
destruction on a scale unprecedented 
in all history until the might of the 
RAF was built up and the Battle of 
Berlin was commenced. 


“The Luftwaffe dropped thousands’ 
ot tons of bombs on Britain between 
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September 1940 and May 1941. They 
destroyed or damaged 2,500,000 
houses; thousands of churches and 
schools and hospitals; hundreds of 
thousands of store and office build- 
ings, factories and warehouses; and 
they killed or injured more than 100,- 
000 of our civilian population. 


“Millions of people found them- 
selves face to face with the danger of 
losing at any moment everything they 
possessed—through fire or blast ; mil- 
lions were rendered homeless in the 
middle of the night, and next day 
they found in addition their factories 
or shops or warehouses—their means 
of livelihood—had been destroyed. 

“Some system of insurance had to 
be planned. 


“From the very beginning of the 


. war the British Government accepted 


the principle that property damage 
and loss due to enemy action—or de- 
fense against enemy action—should 
not be a burden upon the person or 
agency upon whom it happened to 
fall. Mr. Churchill had said that it 
was the duty of the State to protect 
its citizens from enemy action, and 
that taxes were levied for that pur- 
pose. 

“But for a long time the Govern- 
ment rejected the idea of state insur- 
ance against war damage. It was 
argued that such a scheme would 
mean committing the country to a li- 
ability of an extremely vague char- 
acter. On the other hand it was 
argued that with losses by fire run- 
ning into billions of dollars—a sum 
altogether incalculable even today be- 
cause it is constantly increasing—it 
was neither possible, nor even prac- 
tical, to require that private insurance 
companies undertake the burden of 
this war rush insurance; that a sys- 
tem of warfare which could start as 
many as 1,500 fires simultaneously in 
one city alone would require premi- 
ums altogether beyond the ability of 
the vast majority of the people to 
pay, if the fire insurance companies 
were to remain solvent. It was ar- 
gued that the people were already 
paying taxes for protection by the 
state against just such assault by the 
enemy, and if the state failed in such 
protection, then it was certainly the 
duty of the state to devise some 
means to compensate the taxpayer for 
any losses he sustained because of 
that failure. Still another problem 
had to be solved; the problem of 
planning reconstruction of the dam- 
aged areas, many of them not to be 
rebuilt until that planning was com- 
plete, and then only as a post war 
program. 

“There is nothing comparable to 
Britain’s problem in the history of 
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American fire insurance ; no hundreds 
of square miles in total of bomb and 
fire damaged areas to be rebuilt and 
paid for; no planning on a vast scale 
for reconstruction of fire damaged 
areas—not even the fire of 1906 is 
comparable to the damage done to 
many fire devastated areas in Britain. 


“So the British Government re- 
versed its policy and agreed to under- 
take insurance of war damage risks. 
And this is a future debt which the 
people—and the people after all are 
the government—will have to meet, 
the dollar cost of which cannot be 
ascertained until after the war. 


“The entire program is far too 
complicated for me —a layman — to 
discuss with you today, but in gen- 
eral the British Government has un- 
dertaken to compensate every house- 
holder up to $800 for loss of personal 
goods without payment of any pre- 
mium; then by payment of a premi- 
um of from ¥% to 1 per cent, accord- 
ing to the amount of the insurance, 
the government insures household 
goods in amounts in excess of $800. 
Building insurance premiums are 1% 
per cent of capital value. 


“However, the government does 
not undertake to immediately pay 
losses on insured buildings if they 
have been totally destroyed. There is 
little material available for perma- 
nent new construction ; money is ur- 
gently needed to press the attack 
against the enemy and in many in- 
stances plans for reconstruction of 
whole areas have yet to be made. 
Where buildings are not completely 
ruined material and money is made 
available for repairs in order to make 
houses habitable. 


“You may ask how it was possible 
to administer this vast insurance 
scheme which covered practically 
every building, household effects, ma- 
chinery and merchandise stocks 
throughout the entire country. Well, 
the British Insurance Companies and 
Lloyd’s offered the use of all their in- 
surance machinery — and to’ work 
without profit. All the Government 
pays is the actual expenses, and the 
Insurance Companies and Lloyd's, 


-with all their skill and experience, 


are the Agents of the British Govern- 
ment for the issuance of policies cov- 
ering war damage risk. They take 
the applications, handle the premi- 
ums, investigate the claims, and settle 
the losses. It is a great story of vol- 
untary cooperation in the face of a 
common danger. 


“Tt is another saga of British in- 
dustry and commerce at war.” 
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Purchasing School Insurance 


By CHESTER A. KLINE 


AssIsTaANTtT Proressor or INsuRANCE, UNIVERSITY 
oF PENNSYLVANIA, INSURANCH CONSULTANT TO 
rue Institute or Locat ano State GOVERN 
MENT, UNIVERSITY OF PENNSYLVANIA 
ROM time to time during recent 
years the attention of public 
school administrators has been 
called to ways and means of attaining 
increased efficiency in the manage- 
ment of their insurance affairs. While 
there have been other reasons, the 
main incentive for this emphasis has 
been a desire to reduce insurance ex- 
penditures. A comprehensive bibli- 
ography of the subject covering the 
past twenty-five years would include 
more than one hundred items of con- 
siderable value.! Included in the list 
are Ph. D. and Master’s theses, leg- 
islative committee reports, statements 
by educational associations, and stud- 
ies by a number of school districts. 


Because of the size of the task no 
attempt will be made to summarize 
and evaluate this literature. Instead 
an outline will be given of the pres- 
ent situation relating to the insurance 
of public school property in Pennsyl- 
vania; and suggestions will be made 
regarding the procedure which school 
hoards should follow in order to im- 
prove their insurance practices and 
provide safer buildings in which to 


work. 


Nature and Value of School 
Property 


As of July 1941, there were 10,315 
public school buildings located in 
2.549 school districts in the State of 
Pennsylvania. Of this number 4,955 
were of the one-room type. The to- 
tal value of all buildings, including 
grounds and equipment, was _ esti- 
mated at $661,567,930; and fire in- 
surance to the extent of $368,705,382 
was carried on buildings and con- 
tents.” 


Insurance on School Property Not 
Compulsory 


An analysis of state statutes re- 
veals that sixteen states make insur- 
ance mandatory for public school 
property. In some of these sixteen 


*The general advice given in this article can in 
large part be applied to considering insurance on 
school property in any state.—Ep1ror. 

1Fire Insurance on Public School Property in 
Pennsylvania, Steinhauer, M.H., Philadelphia, Pa. 

*Annual Statistical Report of Superintendent 
of Public Instruction, Department of Public In- 
struction, Harrisburg, Pa. 


Some Suggestions Relating to the Problem of 
Insurance Covering such Property in Pennsylvania* 
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The adoption of a well thought out insurance P 


in the school district, is the o 


states the insurance must be placed 
in state funds; in others, it must 
be in any insurance company author- 
ized to do business in the state; and 
in one state, the law provides that the 
insurance may be purchased from a 
mutual company organized in the 
state or from any other company au- 
thorized to do business therein. 

Eight states make insurance on 
school property permissive; and the 
laws in these states vary considerably. 

The laws in twenty-seven states 
make no reference to insurance on 
school property. In most of these 
states, however, insurance is carried 
under implied powers given to the 
boards of education by statute provi- 
sions such as: “and in general to do 
and perform everything that may be 
necessary for maintenance of the 
public schools.’”* 

The law in Pennsylvania is of the 
permissive type. Sections 634 and 
635 of the Pennsylvania School Code 
contain the following: 

“The board of school directors in 
every school district shall have full 
power and authority to make and enter 
into any contract or contracts it may 
deem proper with any person, firm or 
corporation, for the purpose of insuring 


3State Laws on School Insurance, Werner, J. 
E., The Nation’s Schools, February 1935, p. 33. 
This total of fifty-one states includes the District 
of Columbia, Alaska and Porto Rico. 


lan, which will gain the respect of the residents 
ligation of every school board. 


against loss or damage by fire, or other- 
wise any or all of the school buildings or 
other property of the district. 


“Any county, city, borough, incorpor- 
ated town, township, school district, or 
poor district may make contracts of in- 
surance with any mutual fire insurance 
company duly authorized by law to 
transact business in the Commonwealth 
of Pennsylvania, on any building or 
property owned by such county, city, 
borough, incorporated town, township, 
school district or poor district.” 


Insurance Practices Differ Greatly 


NDER the statute provisions 

just quoted the purchase of in- 
surance on school property is not 
compulsory; and when it is pur- 
chased the methods to be followed are 
left to the discretion of the board of 
school directors. As a result the 
school boards in the various districts 
follow many different insurance prac- 
tices. A few carry no insurance. 
When insurance is carried fire losses 
are invariably covered. Other losses 
such as those due to windstorm and 
explosion are sometimes covered, al- 
though the practice differs greatly in 
this respect. Fire policies usually 
run for five years, one year, or three 
years, in the order named. Ina few 
instances perpetual policies are car- 
ried. In about one-half of the dis- 





tricts the board or a member of the 
board determines the value of the 
property for insurance purposes. In 
about thirty per cent of the districts 
the value is set by an insurance com- 
pany appraiser; and in about five per 
cent of the districts independent ap- 
praisal firms are used. 


More than one-half of the school 
districts purchase their fire insurance 
from local agents. In about one- 
quarter of the districts the insurance 
is purchased through one agent, prob- 
ably because the amount of the insur- 
ance is too small for division between 
two or more agents. Nine per cent 
of the districts purchase through a 
broker who in turn divides the in- 
surance with others; and seven per 
cent purchase directly from insurance 
companies. Only a very few ask for 
bids to be submitted before alloting 
the insurance.* 

Weakness Relating to Insurance 
Practices Easily Explained 

The variation in the insurance 
practices of school boards indicates 
that considerable improvement could 
be made in many school districts. In 
this respect, however, the situation in 
Pennsylvania seems to be no worse 
than that which exists in other states. 
As a rule, states one writer, one of 
the weak spots in board of education 
financing is insurance.° 

The reasons for such a situation are 
not hard to find. In the purchase of 
insurance school board members are 
exposed to the statements of various 
insurance company representatives, 
each wanting as large a share of the 
business as possible. The keen com- 
petition has led to confusing state- 
ments and a variety of practices. 
Changes in school board personnel 
and lack of knowledge concerning the 
theory and practice of insurance has 
made it difficult, in many instances, 
for the board to decide how to reduce 
their costs and provide a safer build- 
ing in which to operate. Losses oc- 
cur so infrequently that the impor- 
tance of the subject is not realized 
until a large loss occurs. And finally, 
competent and disinterested advice 
regarding the purchase of insurance 
is necessary, although this is not 
easily obtained. 


Improvements May Be Brought 
About in Various Ways 


Considerable thought has _ been 
given by school officials over recent 
years to the manner by which im- 


‘Fire Insurance on Public School Property in 
Pennsylvania, Steinhauer, M. H., Philadelphia, 
a 


’Re-Adjusting Board of Education Insurance, 
Petit, 1... i., reyes of Schools, Chanute, 
Kansas, School Board Journal, May, 1932, p. 47. 
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provements in their insurance prac- 
tices may be brought about. © Sug- 
gestions made include: (1) organi- 
zation and operation of a state in- 
surance fund, originating as a result 
of a state statute or through volun- 
tary cooperation of a number of dis- 
tricts; (2) the adoption of a plan 
to be followed by each school district 
in the purchase of its insurance from 
private insurance companies; (3) a 
reduction in rates published by in- 
surance companies; (4) the purchase 
of perpetual insurance ; and (5) self- 
insurance of fire and other risks. 

No attempt will be made in this 
paper to cover the subject of an in- 
surance fund operated for the State 
as a whole. The subject is a big 
one, involving among other things 
the questions of actuarial soundness, 
the wisdom of establishing a mono- 
polistic fund or a fund for the pur- 
pose of competing with private in- 
surers, and the administration of 
such a fund. In any event provision 
for insurance through this means 
would take time, regardless of the 
method by which such a fund would 
be established. The other sugges- 
tions will be considered in the order 
named. 


Most School Districts May Bring 
About Immediate Improvement in 
Their Purchase of Insurance from 
Private Insurance Companies 

ANY school boards should be 

able to improve their insurance 
practices within a very short time. 
The best method of bringing about 


Photo by Acme 
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such improvement is the adoption of 
a well thought out insurance plan, 
which will gain the respect of the 
residents in the school district. In 
doing this the school boards need not 
disturb the basic insurance practices 
which they have been following. 

As a first step in this direction the 
school board should appoint a com- 
mittee for the purpose of analyzing 
its insurance practices and recom- 
mending changes. In the selection 
of this committee the school board 
should keep in mind that a knowledge 
of insurance will be extremely help- 
ful. For this reason, the committee 
should be authorized to obtain the 
services of a competent and disinter- 
ested adviser.® 

This committee should hold an in- 
itial meeting to which local insurance 
agents and company representatives, 
both stock and mutual, should be in- 
vited. The purpose of the meeting 
should be explained to those attend- 
ing and their cooperation should be 
requested. If numerous imsurance 
representatives attend they should be 
requested to appoint one or two of 
their number to represent them in fu- 
ture committee actions. 

The procedure following the first 
meeting should vary according to the 
circumstances in each case. <A de- 
cision should be made regarding the 
kinds of insurance which should be 
purchased ; a plan should be adopted 
for the purpose of determining the 
amount of each type of insurance; 
bids should be obtained from several 


®See later paragraphs for further references to 


this subject. 


Losses in an individual school district happen so infrequently that the importance of insurance 


is not realize 


until a large loss occurs. 
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good stock and mutual companies ; the 
term of each insurance contract 
should be determined ; a comparison 
of the cost of stock and mutual term 
insurance should be made with the 
cost of perpetual insurance; and the 
benefits possible from prevention ac- 
tivities should be investigated. In 
general, the purpose should be a re- 
duction in insurance costs and an im- 
provement in the insurance practices 
of the school board. As explained 
later, self-insurance is not practical 
tor most school districts. 


Workmen’s Compensation Insur- 
ance, Surety Bonds, and Fire In- 
surance Invariably Carried 


[he determination of the kinds 
1 insurance which 
be purchased requires consid- 

f a number of factors. The 
I the various school 

carry Workmen's Compen- 
nsurance covering employees ; 
bonds must be purchased 
‘ring th handle school 
unds. Although bonds are purchased 

r which are determined 

the school board, there is serious 
juestion in many cases as to the ade- 
of such amounts. 
‘ceeding the amounts 

have occurred 

h to warrant the 
larger bonds. The size 
should be 
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; what is called “extended 
This coverage supple- 

he fire policy and covers losses 
losion, windstorm, falling 

hail, and motor ve- 

is a hazard of con- 
importance in some schools. 
indstorm may cause loss when 
building is located in the open, 
bi some other 
damage by 
«| coverage is 
lly because of the 
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are more 


fi re 


I? ¥ imeurance 


covering the 
premises or motor vehicles owned is 
ot carried by school boards in Penn- 

ia.” Due to the performance 


school board 
corectors would be liable personally for the pre- 
miums “That the 
rchase by the school district of insurance 
gaimst public hability resulting from operation 
of school busses, there being no liability accruing 
the district by reason of the operation of such 
busses, was unnecessary, unlawful and wasteful.” 
See Becker vs. Upper Moreland Township School 
2 and C. 6, 50 Montg., 244. 


If such imsurance is carrie’ the 


Se ame cane Che caeust etetes 


District, 23 Pa. D 


JouRNAL OF AMERICAN INSURANCE 


of a governmental function, school 
boards are not generally regarded by 
the courts as being liable for injur- 
ies to persons or damage to the prop- 
erty of others caused by negligent 
acts of school board members, teach- 
ers and other employees. Under cer- 
tain circumstances, however, there 
may be some doubt regarding the 
personal liability of these persons. As 
a rule a member or employee of a 
school board is not personally liable 
for failure to perform a duty which 
he owes to the public. But he is 
personally liable for any loss or in- 
jury resulting from an act within the 
line of his duty if he acts willfully 
or wantonly, or with malice or a cor- 
rupt motive, or in an individual ca- 
pacity. Also a member or employee 
of a school board is personally liable 
for any loss or injury which may be 
caused by or ensue from an act not 
within the powers conferred on him 
by statute.’ 


The school board should consult 
competent legal advice regarding its 
liability, and the liability of its em- 
ployees, so that it may decide wisely 
regarding the need for liability in- 
surance. Some governmental bodies 
purchase liability insurance because 
they wish to relieve themselves of the 
trouble and expense involved in the 
defense of law suits which may be 
brought against them and their em- 
ployees. 


Insurance Covers Actual Loss and 
Damage 


HE amount of insurance should 

equal the greatest possible loss. 
This is true regardless of the prob- 
ability of the loss. Those exposed to 
the risk of a fire loss frequently do 
not understand this rule and its ap- 
plication in the purchase of fire in- 
surance coverage. In this connection 
the standard fire policy in Pennsyl- 
vania states that the insurer is liable 
only : 


“ _ . to the extent of the actual cash 
value (ascertained with proper deduction 
for depreciation) of the property at the 


8This is the common law as it exists in Penn- 
sylvania and most states. However, there is a 
definite trend in the legislatures and courts of 
many states to recognize the moral obligation of 
compensating those who suffer damages caused by 
negligence of school boards and their employees. 
In New York and certain Pacific Coast states the 
courts in recent decisions have held school boards 
liable for their negligence. Usually in these cases 
the courts have exempted the school board from 
liability when an employee acts negligently; but 
have held the employee personally liable for his 
negligent acts, his has been particularly true 
in connection with the transportation of pupils. 
Drivers of busses carrying pupils are held per- 
sonally liable by many courts for extreme care. 
In Pennsylvania and in at least twenty other 
states the statutes require that liability insurance 
be carried when pupils are transported to and 
from school in private motor vehicles hired for 
this purpose. In most states the school districts 
directly or indirectly purchase bodily injury and 
poy damage insurance on motor vehicles used 
or pupil transportation. 


time of loss or damage, but not exceed- 
ing the amount which it would cost to 
repair or replace the same with material 
of like kind and quality.” 


Under these terms the amount of 
fire insurance should equal the sound 
value of the property which may be 
destroyed if the event insured against 
should occur. This may be called the 
“insurable value” ; and in the case of 
a building it does not include the 
value of excavations, foundations, 
sewer and water pipes and other prop- 
erty which is not subject to the risk 
of destruction. It should, however, 
represent the cost of replacement less 
depreciation and obsolescence. Ob- 
solescence is more important in the 
case of contents and equipment than 
in the case of the building. For ex- 
ample, maps of Europe quickly be- 
come obsolete. Buildings, however, 
may present a problem due to the dif- 
ficulty in ascertaining the amount of 
the depreciation which has occurred. 


Insurable Values Should Be 
Accurately Determined 


Adequate insurance at minimum 
cost cannot be attained without a 
knowledge of values, not only at the 
time of insuring but when a loss oc- 
curs. An examination of the ap- 
praisals made of 150 public buildings, 
most of which were school buildings, 
showed that there was an average 
error of slightly more than thirty per 
cent when insurance was compared 
with true insurable value.® A peri- 
odic appraisal by a competent ap- 
praiser is therefore necessary. Also 
the appraisal procedure should be one 
that is satisfactory to the insurance 
company and the adjuster. 


Appraisals may be made roughly 
by the school board or a member 
thereof. This is the method used in 
more than one-half the districts in 
Pennsylvania. In about one-third of 
the districts the board seeks the help 
of the insurance company in deter- 
mining values. In only a few cases 
(probably five per cent) are inde- 
pendent appraisal firms used. In some 
instances, also, local contractors and 
engineers are used. 


Local contractors or appraisers fre- 
quently arrive at an insurable value 
based upon the plans and specifica- 
tions of the building, when these are 
available. The contractor may obtain 
such a value by roughly estimating 
the cost of replacement and allowing, 
according to his opinion, for depre- 
ciation. Such a value is more ac- 
ceptable than one obtained in a simi- 
lar manner by the school board. 

*How Can Cost of Insurance on Public School 
Property Be Reduced? Holmes, Warren S., 


American School Board Journal, Vol. 87, pp. 23 
24, August 1933. 
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The appraiser may use either the 
square foot or cubic content method. 
According to the latter method the 
cubic content of the building is cal- 
culated and this figure is multiplied 
by the cost per cubic foot for the con- 
struction of a similar building. Al- 
lowance is then made for deprecia- 
tion. The principal disadvantage of 
this method is the great variation pos- 
sible in the values obtained, due to 
failure to consider carefully the ma- 
terials and workmanship involved. 
This method should be used only 
when circumstances prevent the ad- 
option of a better one. If used, the 
value obtained should be supported 
by copies of plans and specifications 
of the building, together with photo- 
graphs, lists of repairs, changes, etc. 


A better plan is the quantity sur- 
vey method. Under this plan every 
part of the building is considered. 
For example, the number, description 
and size of the joists, the area and 
composition of the roof, the number 
of cubic feet of masonry and its type 
are listed, together with price lists 
and a schedule of labor costs. Such 
factors as the general type of con- 
struction, the number of stories, and 
the quality of the soil as it affects the 
foundation costs, must also be con- 
sidered. Replacement costs obtained 
in this manner are then translated 
into present values by considering de- 
preciation of all kinds, and repairs 
and replacements. The architect’s 
fees should be included in the replace- 
ment value as well as in the insurance 
policy amount. Surveys made in this 
manner become satisfactory evidence 
of values in case of loss. 


This type of appraisal can be kept 
up to date with little trouble and cost 
by the application of existing prices 
to each item. The use of a well- 
known building index is acceptable 
tor this purpose. The original fee 
for such a survey should be about 
one-half of one per cent of the ap- 
praisal value; and subsequent ap- 
praisal costs should not exceed a 
nominal charge of $25 to $50 for a 
$100,000 to $200,000 building. 


Insurance Coverage Should Be 
Purchased Under Competitive 
Conditions 


F the members of the school board 

have adequate knowledge of in- 
surance, important benefits can be ob- 
tained by purchasing insurance under 
competitive conditions. Lower in- 
surance costs and better policy terms 
can be secured. The competitive 
Process naturally leads to a consid- 
eration of the various aspects of the 
board’s problem; and matters which 
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would otherwise be overlooked are 
called to attention. The most eco- 
nomical policy term, the possibilities 
of changes in the property or its fire 
prevention facilities in order to get 
a lower rate, the inclusion of the 
proper contract provisions, and the 
proper spacing of premium payments, 
illustrate some of the advantages 
which should result from competitive 
purchasing. 

When it purchases insurance under 
competitive conditions, the school 
board could announce that it will pur- 
chase from the lowest responsible 
bidder. This plan, however, would 
place the board in an embarrassing 
position if the lowest bidder hap- 
pened to be a company that had be- 
come notorious for sharp practices. 
Any company admitted to insurance 
practice in the state could claim that 
it was responsible; but there might 
be reasons relating to the conduct of 
the insurance business or the invest- 
ment of its reserve funds which 
would be objectionable to the school 
board. 


A better plan would be to invite 
the representatives of a number of 
companies, both stock and mutual, to 
submit sample contracts together with 
rates and premium charges. These 
contracts should then be analyzed and 
the terms of the contract decided. 
Bids not on a comparable basis should 
be returned for amendment; and a 
selection of a company or companies 
should be made. It should be an- 
nounced beforehand that, after con- 
sidering all relevant factors, the busi- 
ness will be given to the bidder who 
has submitted the best proposition as 
measured by up-to-date insurance 
management and practices. This 
would encourage all companies, brok- 
ers, and agents to make a thorough 
analysis of the risk and to offer the 
best contract terms possible. 


Term Insurance for Five Years 
Not Necessarily Most Economical 


School property is usually insured 
for one-, three- or five-year periods. 
Five-year policies are the most pop- 
ular; and one-year policies are next 
in popularity. Frequently a board 
will have some combination of the 
three. 


The belief prevails that a five-year 
policy is more economical than one 
running for a shorter term. This be- 
lief is due, no doubt, to the fact that 
the charge made for a two-year policy 
is 134 times the annual rate; for a 
three-year policy it is 2'4 times the 
annual rate; and for a five-year pol- 
icy it is 4 times the annual rate. The 
premium, so computed, is paid to the 
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company at the time the policy is is- 
sued. 


A comparison of the cost of term 
insurance for a three-year policy with 
that for a five-year policy reveals that 
a three-year policy may be more eco- 
nomical. Suppose, for example, that 
a three-year policy and a five-year 
policy were purchased on the same 
risk; and that the three-year policy 
is renewed five times, and the five- 
year policy is renewed three times. 
In other words, each of the policies 
is continued in force for fifteen years 
(fifteen being the lowest common de- 
nominator for three and five). Sup- 
pose also that the annual rate is 24 
cents per $100 of insurance—a typ- 
ical rate for school buildings in Penn- 
sylvania. The rate for the three-year 
policy will be 60 cents per hundred 
(2% times the 24 cents rate); and 
five renewals-will raise the rate to 
$3.00. Compared with this the rate 
for the five-year policy is 96 cents 
per $100 of insurance (4 times the 24 
cents rate); and three renewals will 
raise the rate to $2.88. The difference 
in premium rates (in favor of the 
five-year policy) over the entire fif- 
teen years is only 12 cents per $100 
of insurance. Against this slight sav- 
ing must be balanced the loss of in- 
terest on the premiums paid in ad- 
vance and the loss of the full premi- 
um, should a fire occur early in the 


, term of the contract. 


Term Insurance More Expensive 
Than Perpetual Insurance 


ERPETUAL policies may be 
purchased from a number of the 
large stock fire insurance companies ; 
and from several old mutual insur- 
ance companies operating in Penn- 
sylvania.° These policies are very 
similar to the Pennsylvania standard 
fire insurance policy; and they run 
until the insured or the insurer gives 
thirty days’ notice of cancellation. 
Stock companies charge fifteen times 
the annual rate (with a minimum 
premium of two per cent), and re- 
turn ninety per cent of the premium 
upon cancellation of the policy. Mu- 
tual companies charge about three 
per cent of the amount of insurance 
and return all of the premium if the 
policy is cancelled after five years 
have elapsed. The mutuals also agree 
to reinstate the policy after a partial 
loss without any charge; and after 
ten years they will pay annual divi- 
Originally stock insurance companies sold per- 
etual fire insurance in a number of places in the 
Middle Atlantic and New England states. In re- 
cent years sales have been confined largely to the 
Philadelphia area. A number of mutual compan- 
ies now sell perpetual fire insurance in the Phila- 


delphia area and other areas in the East, such 
as Baltimore and Richmond. 
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dends as high as ten per cent on the 
premium deposit. 

The following figures show rela- 
tive costs of term and perpetual in- 
surance.!! In the case of term insur- 
ance the loss of five per cent com- 
pound interest on the term premium 
plus the loss of the premium itself is 
assumed. In the case of perpetual 
insurance the following are assumed: 
the loss of five per cent compound in- 
terest on the premium deposit, the 
loss of ten per cent upon cancella- 
tion during the first three years, the 
loss of five per cent if cancellation 
takes place during the fourth or fifth 
years, and the receipt by the insured 
of ten per cent interest on his deposit 
after the tenth year of insurance. 


JouRNAL OF AMERICAN INSURANCE 


term of the contract, the face amount 
of the insurance, and the rate on the 
building. The fire insurance rate re- 
flects the chance that a fire will occur 
and the severity of the possible loss. 

The school board should investi- 
gate the possibilities of obtaining a 
rate reduction from the rating bu- 
reau. This is particularly true if the 
building has a minimum rate. In 
Pennsylvania, schools are rated spe- 
cifically or they carry a minimum or 
class rate. Where the building car- 
ries a minimum rate the owner may 
request that it be rated specifically. 
When this is done it should bring 
about a rate reduction. For example, 
in one county in Pennsylvania the 
modal rate for minimum rated school 





COST OF TERM INSURANCE AT VARIOUS RATES PER $1,000 


End 
Year 


FS €2. 
Rate 
$ 1.58 $ 
4.34 
7.67 
17.45 
29.93 
45.84 
66.17 
92.10 


3 year costs are based on 


20 Ct. 
Rate 
2.10 $ 
5.78 
10.22 
23.26 
39.90 
61.12 
88.22 
122.80 


ry, 


Zo Ct 

Rate 

2.63 $ 
7.23 
12.78 
29.08 
49.88 
76.40 
110.28 
153.50 


times the annual premium. 


oo €t 
Rate 
3.15 
8.67 
15.33 
34.89 
59.85 
91.68 
132.33 
184.20 


40 Ct. 
Rate 
$ 4.20 
11.56 
20.44 
46.52 
79.80 
122.44 
176.44 
245.60 


50° Ct. 
Rate 
$ 5.25 
14.45 
25.55 
58.15 
99.75 
152.80 
220.55 
307.00 


5 year costs are based on 4 times the annual premium. 
Costs for subsequent years are based upon successive 5-year policies. 


COST OF PERPETUAL INSURANCE AT VARIOUS RATES 


3% 
Rate 

$ 4.50 
6.23 
8.28 
18.87 
15.79 
11.88 
6.85 

47 a -62 78 


End 2% 
Year Rate 
$ 3.00 
4.15 
5.52 
12.58 
15 10.53 
20 7.92 
25 4.57 
30 31 


24% 
Rate 


Only a few school boards in Penn- 
sylvania purchase perpetual fire in- 
surance in spite of the fact that this 
type is much cheaper on an annual 
cost basis than term insurance. Sev- 
eral reasons may be offered to explain 
this situation. The insurance compan- 
ies will issue such policies to cover 
only the best fire risks and many 
school buildings do not meet the con- 
struction standards for such insur- 
ance. The premium deposit is also 
much higher, and funds are not al- 
ways available for such a purpose. 
Probably, also, many school boards 
do not know of the savings possible 
under this type of insurance. 


Re-Rating May Lower Premium 
Cost 


Frequently the school board may 
lower its fire premium by requesting 
that the risk be re-rated. The cost 
of fire insurance is determined by the 

“Figures published by the Philadelphia Con- 


tributionship for the Insurance of Houses from 
Loss by Fire. 


PER $1,000 


5% 
Rate 
$ 7.50 
10.40 
13.80 
31.45 
26.32 
19.80 
11.42 


3’%% 
Rate 
$3.25 
7.28 
9.66 
22.02 
18.42 
13.86 
7.99 


4% 
Rate 
$ 6.00 
8.32 
11.04 
25.16 
21.06 
15.84 
9.14 





risks is about 34 cents; while rates 


for most specifically rated school 
risks range from 21 to 28 cents. 
The best prodedure is to have a 
broker, agent or insurance company 
engineer go over the property and set 
a tentative rate. In this way the 
weak spots of the building may be 
found and corrected in order to ob- 


tain the greatest possible reduction in 
the rate. 


Prevention Lowers Premium Cost 


HE form used for rating the 

building specifically will reveal 
the factors which were considered by 
the rating bureau in determining the 
rate; and a study of this form will 
enable the school board to secure a 
lower rate by making certain changes 
in the structure or the manner in 
which it is used. A reduction in rates 
obtained in this manner is really the 
result of prevention activities on the 
part of the insured. 


The rate factors vary in their im- 
portance from school to school. In 
general, they may be classified into 
those pertaining to the structure, 
those pertaining to the occupancy, 
and other rate factors. The most 
common structural causes of high 
rates for schools are large areas not 
cut off by fire walls, deficient or de- 
fective walls, wood shingle roofs, 
skylight and dormer windows, and 
openings leading from one floor to 
another. The occupancy factors 
causing penalties in the rating form 
represent hazards which in some way 
are connected with the use of the 
building. Examples are: defective 
and poorly protected heating units, 
ventilating ducts, wood and metal 
work shops, chemical laboratories, 
home economic departments, picture 
booths, stages in assembly halls, 
dressing rooms, etc. The “other” 
factors include those hazards not cov- 
ered elsewhere, such as defective wir- 
ing, broken plaster, poor storage of 
combustible materials, and _ similar 
hazards caused by faulty manage- 
ment. 

The school board officials should 
appreciate that most fires can be pre- 
vented; and that frequently an ex- 
penditure made for the purpose of 
reducing the fire risk will result ina 
premium saving sufficient to pay a 
good interest return on the money so 
invested. For example, many of the 
schools are penalized for hazards con- , 
nected with the heating system. A 
common occurrence is a penalty for 
oil soaked floors near the furnace. 
Many of these penalties could be 
avoided by changes in the structural 
features whereby all combustible ma- 
terials near ventilating ducts or heat- 
ing units are eliminated. In some 
places, as in the chemical laboratory 
or in the home economics department, 
it will be found that there is no fea- 
sible plan of preventing a penalty 
from being applied in the rating 
form. Even in these cases, however, 
the penalty may be reduced by proper 
preventive measures. 


Self-Insurance Not Practical for 
Most School Districts 


Self-insurance may be conten 
plated by a school board in order to 
save a portion of the premiums being 
paid for insurance. Companies in- 
clude in their premiums a charge fot 
losses and a charge for expenses. The 
expense charge usually amounts to 4 
sum ranging from 30% to 50% ol 
the gross premiums. The schodl 
boards may feel that both parts o! 
the premium are too high; and that 4 
substantial saving will result if theif 
risks are self-insured. 

(Continued on Page 24) 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period from April 1, 1944 Through April 30, 1944 








141, ILLINOIS DEPARTMENT. Governor Dwight H. Green 
of Illinois on April 13 announced that he had ac- 
cepted the resignation of Paul F. Jones, state di- 
rector of insurance. Governor Green named Nellis 
P. Parkinson, present chief deputy in the Depart- 
ment, to serve as acting director. Mr. Jones left 
the state service to return to his law practice and 
other private affairs in Danville. He offered his 
resignation several months ago but withdrew it tem- 
porarily at the urgent request of Governor Green. 
Mr. Jones has served as director since January 20, 
1941. Mr. Parkinson, the acting director, has 
been in the life insurance business in Decatur for 
17 years, before he was appointed assistant di- 
rector of the Department in March, 1941. Later he 
became chief deputy and is thoroughly familiar 
with all functions of the Department. 


142, TEXAS FIRE POLICY. The Board of Insurance 
Commissioners of Texas on April 4 ordered deleted 
from the Revised Texas Standard Fire Policy the 
paragraph which makes all "special regulations" of 
a mutual company a part of the policy contract "as 
if the same were written or printed upon or at- 
tached" thereto. In place of the paragraph so de- 
leted the Board ordered the restoration of the old 
language under which only such special regula- 
tions as are written, printed, etc. in the policy 
become a part of the contract. It is considered 
by the Board that the change is not of sufficient 
significance to justify the waste of any policies 
already printed by a company, and that such change 
should be made only at the next reprinting in the 
event any company already has a printed supply of 
policies. 


143, FIRE WASTE. Hartford, Connecticut which took 
top honors in the cities of: between 100,000-250,000 
population class, was named winner of the grand 
award in the 1943 Inter-Chamber Fire Waste Contest. 
Members of the Contest Grading Committee included 
George W. Booth, chief engineer, National Board of 
Fire Underwriters, New York City, chairman; Eugene 
Arms, general manager, Mill Mutual Fire Prevention 
Bureau, Chicago; and Percy Bugbee, general man- 
ager, National Fire Protection Association, Bos- 
ton. Other winners in the contest, sponsored an- 
nually by the National Fire Waste Council in co- 
operation with the Chamber of Commerce of the 
United States, were: over 500,000 population class 
- Cincinnati, Ohio; 250,000-500,000 - Indianapolis, 
Indiana; 50,000-100,000 - Pittsfield, Massachu- 
setts; 20,000-50,000 - Parkersburg, West Virginia; 
and under 20,000 - Fort Collins, Colorado. 


144, INSURANCE BUYERS. The sessions of the Spring 
Conference of the Insurance Division of the Amer- 
ican Management Association, being held at the 
Hotel Commodore in New York City May 8-9 will have 
four main features: "A Review of Insurance Develop- 
ments in the Past Year," "What the Buyer Wants in 
Insurance," "Employee Insurance," and open forums 
on three key phases of insurance management. The 
sessions have been planned in such a way as to al- 
low thorough discussion of all topics and for clear 
expression by buyers of their current needs. The 
Review of Insurance will consist of four presenta- 
tions on (1) liability, (2) boiler and machinery, 
(3) crime coverage, (4) workmen's compensation. 
The session on What the Buyer Wants in Insurance 
will also be broken down into three categories 
covering fire, liability and domestic transporta- 

ion. One of the most important sessions of the 
conference will be held entirely on Employee In- 
surance - group life and pensions; health, accident 
and hospitalization; trusteed plans, etc. The 
conference will conclude with three round tables on 
use and occupancy, bonding, and insurable values. 


145, FLORIDA RULING. J. Edwin Larson, state trea- 
surer and ex officio Insurance Commissioner of 
Florida has ruled that in the interest of expedi- 
ency future annual rate revisions in the workmen's 
compensation field will be made effective as of 
October 1 each year, whether the revision calls for 
an increase or decrease in rates. 


146, MASSACHUSETTS DEPARTMENT. Reappointment of 
Insurance Commissioner, Charles F. J. Harrington of 
Massachusetts for a third three-year term has been 
announced by Governor Leverett Saltonstall. Mr. 
Harrington, whose term expired on April 7 was orig- 
inally appointed by Governor Charles *. Hurley in 
vant and was reappointed by Governor Saltonstall in 
1941. 


147, PERSONAL PROPERTY FLOATER. A bill which will 
clear the way for the writing of the Personal Prop- 
erty Floater in New Jersey has passed both houses 
of the legislature and was signed by Governor Edge 
on April 18. The legislation was so drafted, at 
the New Jersey Insurance Department's request, that 
where a policy includes a combination of coverages, 
as in the Personal Property Floater, none of the 
coverages can be cancelled separately unless the 
policy contains a rate for each of the coverages. 


148, MICHIGAN FIRE RATES. Insurance Commissioner, 
David A. Forbes has announced a general fire rate 
reduction for Michigan, the first since 1929. The 
changes, effective April 15, will save the public 
about $1,000,000 annually. Only exceptions to the 
reduction order are dwelling risks in unprotected 
areas, sprinklered properties, and so-called fire- 
proof structures having no exposures to non-fire- 
proof construction. The Commissioner said that ex- 
perience had been particularly bad in these classi- 
fications and no reduction was warranted. 


149, MISSOURI FIRE POLICY. Superintendent of Insur- 
ance, Edward L. Scheufler of Missouri on April 5 
gave notice that effective July 1, 1944, he will ap- 
prove the 1943 New York Standard Fire Insurance Pol- 
icy for replacement of present policies filed by 
companies for covering property in the State of 
Missouri. Companies have been requested to inter- 
pret all outstanding fire insurance policies, cov- 
ering property in the State of Missouri, and having 
an inception date prior to July 1, 1944, in respect 
to any loss occurring subsequent to noon, standard 
time, July 1, 1944, by the filing of an endorsement 
with the Insurance Department which shall be read 
into the policy just as if it had been attached 
thereto and made a part thereof.” Companies desir- 
ing to use up existing stocks of policies and give 
the assured the coverage of the 1943 New York Stand- 
ard Fire Insurance Policy on property located in the 
State of Missouri may do so on contracts issued sub- 
sequent to June 30, 1944, providing the usual en- 
dorsement for this purpose is attached therto. Use 
of the new policy becomes mandatory on January l, 
1945. 


150, FACTORY INSURANCE ASSOCIATION. Officers of 
the Factory Insurance Association elected by the 
members were re-elected at its annual meeting in 
New York City. A new constitution was adopted. 
President Curtis W. Pierce was not up for re-elec- 
tion as the constitution provides that the presi- 
dent be elected by the board of directors. Those 
elected were: vice president, C. A. Nottingham, 
Royal Liverpool Group; secretary, Esmond Ewing, 
Travelers Fire, and treasurer, Gilbert Kingan, Lon- 
don and Lancashire. 


151. NEW COMPANY. A new casualty company - United 
National Indemnity Company - is being organized by 
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the National Fire Group of Hartford. T. A. Long, 
formerly vice president of the Pacific Indemnity 
Company will head the new carrier which, it is an- 
ticipated, will have a paid capital of $1,500,000 
and a contingent reserve of $1,000,000. The funds 
required will be provided by the companies of the 
National Fire Group. Preliminary papers will be 
filed presently with the New York Insurance De- 
partment. 


152, N.F.P.A. The National Fire Protection Associ- 
ation, 66 Batterymarch Street, Boston, announces 
the publication of a new and revised seventh edi- 
tion of its "Table of Common Hazardous Chemicals." 
This table has been developed by the N.F.P.A. com- 
mittee on hazardous chemicals and explosives in co- 
operation with the American Chemical Society. It 
represents the most authoritative information 
available to date. The 1944 revision includes data 
on a number of chemicals not previously in general 
commercial use, which are now widely used in war 
industry. The pamphlet sells for 30 cents a copy. 


153. IDAHO DEPARTMENT. James A. Dement, who has 
been secretary to the Governor of Idaho, has been 
appointed insurance director of that state. He 
takes the place of H. M. Cullimore, who has entered 
the Army. 


154, UNDERWRITERS' LABORATORIES. At its annual 
meeting in Chicago April 6, Harold C. Conick, United 
States manager of the Royal-Liverpool Groups, was 
elected a new member of the board of trustees of 
Underwriters Laboratories. All officers were re- 
elected as follows: president, Alvah Small; vice 
president, Curtis R. Welborn; and treasurer, Harold 
F. Duncan. John C. Harding, resident executive vice 
president, Springfield Fire and Marine, chairman 
of the board of trustees, presided at the meeting 
— marked the 50th anniversary of the institu- 
tion. 


155, AD CONFERENCE. E. H. O'Connor, executive di- 
rector, Insurance Economics Society of America, 
will be the featured speaker at the Spring Meeting 
of the Insurance Advertising Conference to be held 
at the Hotel Roosevelt, New York City, on May ll. 
Ralph W. Smiley, Royal-Liverpool Groups, who is vice 
president of the Insurance Advertising conference 
and chairman of its merchandising-research com- 
mittee, is expected to report on results of his sur- 
vey on public relations activities successfully 
carried on by local agents, local boards, associa- 
tions and other related groups. 


156. GREAT AMERICAN. At meetings of the boards of 
directors of the Great American Insurance Company, 
the American Alliance Insurance Company and the 
Rochester American Insurance Company, William H. 
Koop, who has been president of the companies since 
1928, was elected chairman of the board of chief 
executive officers. Alexander R. Phillips was 
elected president and operating executive. Mr. 
Phillips has been associated with the companies 
Since 1912. At a meeting of the board of the Great 
American Indemnity Company, Jesse S. Phillips and 
Mr. Koop were re-elected chairman of the board and 
president respectively. Ambrose Ryder was advanced 
from assistant vice president to vice president. 


157. SIMPLIFIED CLAIM FORMS. The adoption of two 
new short simplified statement forms to be filled 
out by physicians for their patients who have ac- 
cident or sickness claims under personal accident 
or health policies is being recommended by the In- 
ternational Claim Association and the Health and 
Accident Underwriters Conference to companies writ- 
ing these forms of insurance. Introduction of the 
new forms, the association believes, will be an 
advantage not only from the physician's standpoint 
but also in enabling policyholders to establish 
their claims more promptly. With the companies us- 
ing a standard form and the amount of information 
requested held to a minimum, it is believed the 
doctors can fill out the blanks much more easily and 
the policyholders who are his patients can more 
promptly establish their claims. The questions on 
the simplified blanks are designed to bring out the 
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facts necessary to establish the claim. All other 
questions have been eliminated. No notarial ac- 
knowledgment or other verification by the doctor is 
required. ‘ ; 


158, ARIZONA FIRE POLICY. The Arizona Corporation 
Commission has granted an extension from May 1 to 
September 1 as the mandatory date for use of the 
1943 New York Standard Fire Policy in the state. 


159, A & H AD REGULATION. Announcement has been 
made by the Illinois Insurance Department of rules 
and regulations relating to the advertising of ac- 
cident and health policies. Among the more impor- 
tant rules recommended as the result of a study by 
the Department and a committee of 25 Illinois ac- 
cident and health executives, are the following: 
Advertising must truthfully and fairly represent 
the benefits in the contracts, avoiding even mis- 
leading conclusions resulting from such advertis- 
ing; advertising must be factual, and the accuracy 
made in advertising must be capable of definite 
proof; emphasis must not be given to maximum bene- 
fits without sufficiently referring to smaller bene- 
fits for losses which are likely to occur more 
often; family group accident and health policies 
and family group hospitalization policies must be 
advertised with a sufficient explanation of the 
benefits which apply to all members of the family. 
The regulations became effective as of May l. 


160, GENERAL MOTORS. Filing of a written statement 
by General Motors Insurance Company that they will 
confine their activities to writing insurance on 
financed cars and not solicit renewals has been 
ordered by the Arizona Corporation Commission fol- 
lowing a recent hearing before that body. All li- 
censes of their automobile dealers in the state are 
to be held up until filing of such written state- 
ments, the Commission ruled. Observers believe that 
General Motors will carry the fight to court. 


161, N.A.I.C. A meeting of the executive committee 
of the National Association of Insurance Commis- 
sioners at the Park Plaza Hotel, St. Louis, Missouri 
on May 11 and 12 has been announced by Commissioner 
pre A Read of Oklahoma, secretary of the organ- 
zation. 


162, ONTARIO DEPARTMENT. Hartley D. McNairn, super- 
intendent of insurance of the Province of Ontario 
since 1935 has been appointed manager for Canada of 
the Prudential Assurance Company of London, Eng- 
land. Mr. McNairn's responsibilities will include 
all the activities of the company in Canada in the 
life, fire and casualty fields. 


163, COMPANY RETIREMENT. Reinsurance of the Hawk- 
eye Mutual Bonding Company by the Hawkeye Casualty 
Company has been approved by Iowa Insurance Conm- 
missioner, Charles R. Fischer and Attorney General 
John M. Rankin. The necessity of continuing two 
separate companies was recently eliminated when 
the Hawkeye Casualty was authorized to write fidel- 
ity and surety bonds. Under the reinsurance con- 
tract Hawkeye Casualty assumes liability on all 
business written and in force effective January 3l, 
1944 with the bonding company. 


164, TEXAS COLLISION RATES. The Texas Board of In- 
surance Commissioners has increased collision rates 
on private passenger cars and trucks effective May 
1. A 16% increase was made in the general rate level 
for collision premiums on private passenger cars. 
An additional increase in premiums will be placed on 
cars more than 2% years old. These cars fall in age 
collision group 4. The new premium for this age 
group will be 50% of the new car premium instead of 
40% as heretofore. An increase of 10% was made on 
local hauling collision rates for trucks and an 
increase of 25% was made in the rates of long-haul 
trucks. Three classifications will now be appli- 
cable to trucks in connection with collision pre- 
miums: local hauling is confined to a radius of 50 
miles operation; an intermediate classification 
for trucks operating less than 150 miles distance 
and then long distance. These will displace the 
two classifications which consisted of local haul- 
ing up to 100 miles and long distance. Truck own- 
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ers falling in class 4 for bodily injury liability 
and property damage liability will benefit in pre- 
mium classifications by reason of the extension of 
class 4 rates for operations up to 150 miles dis- 
tance ‘instead of 100 miles. 


165. SAFETY CONTEST. In the 1943 national traffic 
safety contest conducted by the National Safety 
Council, Utah won the national grand prize for 
states. Aberdeen, South Dakota was the prize-win- 
ning city. Divisional state winners were Connecti- 
cut in the east, Oklahoma in the south, and Utah in 
the west. City winners in population groups were 
Cleveland and Chicago, which tied among cities of 
500,000 or more; Cincinnati in the 250,000-500,000 
group; Wichita 100,000-250,000; Arlington, Vir- 
ginia, 50,000-100,000; Rochester, Minnesota, 25,- 
000-50,000; and Aberdeen in the 10,000-25,000 pop- 
ulation group. 


166, CALIFORNIA COMPENSATION RATES. Insurance 
Commissioner Maynard Garrison has approved the 8% 
overall reduction in compensation insurance rates 
recommended by the California Inspection Rating 
Bureau, effective May 1. The Commissioner also ap- 
proved the elimination of the overtime pay-roll 
surcharge so that only straight time will be con- 
sidered in computing compensation rates. Commis- 
sioner Garrison announced that hearings on compen- 
sation insurance practices and procedures have been 
completed and a first report on them has been filed 
with his department. The report contains a number 
of recommendations for simplifying and revising the 
California compensation manual. He proposes to 
hold public hearings on these questions. 


167. U. S. CHAMBER. At the direction of the Board 
of Directors of the Chamber of Commerce of the United 
States the second conference on social security 
proposed under the auspices of the Chamber, has been 
postponed. It had been tentatively scheduled for 
May in Chicago. 


168, AGENTS' LICENSES. Because the Ohio Insurance 
Department has been receiving requisitions for 
agents’ licenses from persons listed in prohibited 
classifications, Superintendent J. Roth Crabbe has 
notified fire, casualty and life insurance compan- 
ies, that the old rule still holds good that the de- 


partment will not issue agents' licenses for new 


applicants who are officers or employes of financial 
or lending institutions; applicants who are con- 
nected with the automobile sales business, except 
life; applicants who are public employes and are 
expected to give all their time to the service of 
the public; and applicants who have not passed their 
2lst birthday. 


169, NAIC. Charles F. J. Harrington of Massachu- 
setts, president of the National Association of In- 
surance Commissioners, has announced the appoint- 
ment of J. Roth Crabbe, of Ohio as chairman of the 
committee on fire and marine insurance. Mr. Crabbe 
succeeds the late John Sharp Williams, 3rd of Mis- 
sissippi. 


170, POST-WAR PLANNING. Designed to help untangle 
the many conflicting statements concerning our post- 
war economy, 286 of the most vital peacetime plans 
and projects now underway in American industry have 
‘just been summarized in "Post-War Planning Now," the 
latest transition study published by the New York 
Journal of Commerce. The actual peacetime outlook 
in 56 major industries; descriptive details of new 
products, services and processes; and the formula 
for a gradual lifting of price, priority and ration 
controls are thus compiled for the first time under 
one cover. All the material for this second edi- 
tion of "Post-War Planning Now" was obtained from 
data furnished by-key industrialists, government 
and trade association officials. Copies may be had 
at 25 cents each from the New York Journal of Com- 
merce, 63 Park Row, New York 15, New York. 


171, NEW YORK FIRE RATES. An order directing the New 
York Fire Insurance Rating Organization to revise 
fire insurance rates in New York State was issued by 
Superintendent of Insurance, Robert E. Dineen on 
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April 21. The over-all effect of the order will be 
to produce a saving to the public aggregating $7,- 
150,000 annually. On a percentage basis, the re- 
duction averages 10.7%, although in individual 
classifications or schedules the reductions may 
be more or less. Appropriate instructions will be 
issued by the new York Fire Insurance Rating Organ- 
ization giving effect to these changes. The revi- 
sions were brought about by means of conferences be- 
tween representatives of the companies, the Rating 
Organization and the Department. The Superinten- 
dent said that the companies had displayed a cooper- 
ative spirit in their approach to the problem. 


172, C.I.U.A. Wilson E. McLean on April 19 resigned 
as manager of the Canadian Inland Underwriters As- 
sociation at the organization's annual meeting held 
in Toronto. He will reenter law practice with the 
firm of Fennell, Porter & Davis. 


173. NEW COMPANY. A charter has been granted the 
Superior Insurance Company - a capital stock fire 
and casualty insurance company organized under the 
laws of Texas - and the new carrier has begun opera- 
tions at its home office in Dallas with E. T. Earnest 
as president. The new company will reinsure all 
outstanding business of the Superior Lloyds of 
America, of which Mr. Earnest was attorney-in-fact, 
and will also take over all the assets of the Lloyds. 
The company will operate on the agency plan and in 
addition to writing all forms of insurance, except 
life, in Texas, will also enter Arkansas, Louisiana, 
and Oklahoma. 


174, KENTUCKY DEPARTMENT. David L. Tynes, who has 
been assistant Kentucky insurance director since 
January 18 has resigned. Mr. Tynes stated that he 
was returning to Louisville as an official of a hos- 
pital insurance association. 


175, FIRE LOSS. Fire losses in the United States 
during March totaled $39,084,000 - a decrease of 
$130,000, or three-tenths of one per cent below the 
figure reported for the same month last year - ac- 
cording to preliminary estimates of the National 
Board of Fire Underwriters. Although the March loss 
was lower than that reported for the same month in 
1943, it was 2% higher than that for February of 
this year. Losses for the first quarter of 1944 
are approximately 16% higher than for the corre- 
sponding quarter of last year. 


176, SURETY POWERS. A bill extending the authority 
of mutual casualty insurance companies to write 
fidelity and full surety business to the same ex- 
tent as is permitted stock companies in New York was 
signed by Governor Dewey on April 12 and became ef- 
fective immediately. Under the bill a company must 
have an initial surplus of $750,000 and a maintained 
minimum surplus of $500,000 in order to write only 
this business. If a casualty company desires to add 
this business to another kind or kinds, it must have 
an additional minimum maintained surplus of $450,- 
000. These financial requirements correspond with 
those set out for stock companies. 


177. NEW YORK COMPENSATION. Superintendent of In- 
surance, Robert E. Dineen of New York in a decision 
handed down on April 13 gave qualified. approval to 
the continuation of graduated expense plans in the 
writing of workmen's compensation insurance in the 
state. While he reluctantly admitted that there was 
legislative justification for the graduated expense 
principle, Mr. Dineen deplored the fact that it was 
being applied "with outmoded statistics, developed 
largely on a judgment basis by one interested group 
and representing only a partial cross-section of the 
business." The Superintendent further stated that 
except for the fact that at least one segment of the 
public is saving money under the present plan, and 
the help shortage which now exists due to the war, 
he would feel constrained to order the immediate 
termination of all graduated expense plans until 
hoa, and adequate statistical data are ob- 
ained. 


178, AMERICAN STANDARDS. A revised American Stand- 


ard Safety Code for woodworking machinery has been 
approved by the American Standards Association. The 
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Code, in its present form, provides a maximum degree 
of safeguarding for woodworking machines, with due 
respect to the efficient operation. The revision of 
the Code has taken a number of months of painstaking 
effort and study on the part of men connected with 
State Industrial Accident Commissions, insurance 
interests, woodworking interests, guard manufac- 
turers, labor representatives and safety engineers 
connected with the United States Army, and many 
others including representatives of the National 
Bureau of Standards and the United States Depart- 
ment of Labor. The National Association of Mutual 
Casualty Companies, which has endorsed the Code, was 
represented on the Code Committee by R. C. Barr, 
district safety director, Lumbermens Mutual Casu- 
alty Company. 


179, CLAIMS MEN. The 35th anniversary meeting of 
the International Claim Association will be held 
at the Edgewater Beach Hotel, Chicago, September 
11-13. Plans for the meeting are being drafted by 
9 program and seminar committee headed by Walter E. 
Trout, Penn Mutual Life. 


180. CALIFORNIA DEPARTMENT. Appointment of Cecil 
C. Lloyd as chief assistant insurance commissioner 
of the California Insurance Department has been an- 
nounced by Commissioner Maynard Garrison. He suc- 
ceeds Grant B. Cooper who resigned several months 
ago to return to private law practice. 


181. IMUA. The Insurance Company of North America 
has filed notice of resignation with the Inland 
Marine Underwriters Association, to be effective 
May 29 unless the company withdraws the notice be- 
fore that time. 


182, AMRICO. The American Mutual Reinsurance Com- 
pany has announced that an extended leave of absence 
has been granted to Ambrose B. Kelly, its secretary 
and general manager, who has just been commissioned 
a lieutenant (jg) in the United States Naval Re- 
serve. Alfred D. Dowrie, Jr. who has just been 
elected assistant secretary and treasurer will carry 
on the company under the supervision of 0. E. Ring- 
quist, president. Mr. Kelly has been manager of the 
American Mutual Reinsurance Company since its or- 
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ganization in 1941, coming to the new company from 
the American Mutual Alliance. 


183, UNITED MUTUAL. At the policyholders' meeting 
of the United Mutual Fire Insurance Company held on 
April 25, 0. E. Ringquist, vice president of the 
company was elected a director. Mr. Ringquist 
joined the United Mutual in 1926 as assistant secre- 
tary, which post he filled until 1929 when he was 
elected secretary. In 1939 he was elected vice 
president of the company and on April 27, 1944 was 
made administrative vice president. Mr. Ringquist 
is also president of the American Mutual Reinsurance 
Company of Chicago. 


184, NEW YORK DEPARTMENT. Shelby C. Davis on April 
24 was appointed Deputy Superintendent of Insurance 
of New York. He succeeds J. Donald Whelehan, re- 
signed. According to Superintendent Dineen who 
announced the appointment, Davis will serve as econ- 
omist and statistician of the Department. 


185. OKLAHOMA TAX. Refusal to rule on the consti- 
tutionality of the Oklahoma legislation which in- 
poses an annual 4% tax upon gross premiums collected 
in that state by out-of-state insurance companies, 
was upheld by the Supreme Court of the United States 
in a 6-3 decision handed down on April 24. The Great 
Northern Life Insurance Company, a Wisconsin cor- 
poration, challenged constitutionality of the law, 
but the court ruled that the insurance company's 
suit to recover taxes paid was an action against the 
state and should be tried in the state courts. 


186, AUTO DEALERS. Licensing of automobile dealers 
of General Motors as agents of Motors Insurance 
Company after making proper application and pass- 
ing the required examination was upheld by Circuit 
Judge W. May Walker at Tallahassee, Florida on April 
24. The Florida Association of Insurance Agents 
had asked the court for a declaratory judgment on 
whether the auto dealers could be licensed after 
Commissioner Larson had accepted their applications 
and conducted the examination. Larson held up is- 
suance of the licenses pending a ruling from the 
court. 
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AGENTS — NAIA committee chairmen 
10; Illinois brokers 24; meeting date 
33,105; licensing of auto dealers 39,65, 
160,186; Ohio reaffiliation 55; mutual 
agents 68; West Virginia licensing 80; 
Ohio licensing 168. 

‘OMMISSIONERS — association 4,31,50, 
109,161,169; California 180; Florida 85, 
137; Idaho 153; Illinois 141; Kentucky 
47;,174; Louisiana 132; Maine 19; Mas- 
sachusetts 146; Mississippi 56; New 
Jersey 84; New York 38,103,184; Utah 
73; Washington 106; Ontario 162. 

‘OURTS — Benumont Insurance Ex- 
change 2; Atlanta anti-trust 34; li- 
censing of auto dealers 39,186; Okla- 
homa premium tax 41; licensing of 
State Farm Mutual 42; Michigan fi- 
nancial responsibility 60; Missouri 
anti-trust 70,118; Cleveland public 
property 97; automobile theft 101; 
Oklahoma premium tax 185. 

DEATHS — MeCotter 17; Davis 27; Wil- 
liams 45; Baker 76; Lucas 95; McComb 
123; Evans 136. 

EDUCATION — Whitney fellowship 23; 
University of Wisconsin 36. 

FEDERAL AGENCIES — 48-hour work- 
week 5; Atlanta anti-trust 34; war 
damage 14,69,96,98; A.S.T.P. 52; S.W. 
1.8. 109; War Board 112; Navy Insur- 
ance Department 114; Army loss ad- 
justment 134; CAB insurance report 

FIRE LOSSES — 1943 fire loss 26; Fire 
Waste Contest 28; fire prevention week 
35; January fire loss 78; February fire 
loss 110; March fire loss 175. 

LEGISLATION — anti-trust 24; fire rate 
investigation 30;66; Virginia financial 
responsibility 104; New Jersey rating 
bill 107; Mississippi workmen’s com- 
pensation 122; Kentucky anti-separa- 
tion 128; New Jersey unauthorized in- 


surance 129; crop insurance 138; New 
York surety powers 176. 
MISCELLANEOUS — Century-old mutu- 
als 77; 1943 auto thefts 124; Kentucky 
Fire Marshal 126; Babson 100; com- 
pany merger 1633 postwar planning 


170. 

MUTUAL EXECUTIVES — Mutual Boil- 
er 32; Northwestern 44,94; Lowell Mu- 
tual 46; Fidelity Mutual 49; Preferred 
Mutual 53; Michigan Farm Excess of 
Loss 54; Mutual Fire of N.E. 58; Bos- 
ton Manufacturers 87; Michigan Mill- 
ers 90; Wisconsin Mutuals 92; United 
120,183; American Mutual 127; Michigan 
Mutual 130; Baltimore Equitable 139; 
American Mutual Reinsurance 182. 

NEW COMPANIES — Pilgrim Mutual 13; 
Food Industries Federation of Mutual 
Fire Insurance Companies 75; Lansing 
Employers’ Underwriters 79; General 
Casualty and Surety Co. 115; United 
National Indemnity Company 151; Su- 
perior Insurance Co. 173. 

ORGANIZATIONS — CPCU Society 1; 
U. S. Aviation Underwriters 3; National 
Council on Compensation Ins. 6; Amer- 
ican Management Assn. 16,144; U. S. 
Chamber of Commerce 18,21,48,125,167; 
National Safety Council 22,165; Em- 
ployers Casualty 25; Millers National 
57; NFPA 62,108,152; Fire Waste Coun- 
ell 71,143; Continental Casualty 72; 
Assn of Casualty and Surety Execu- 
tives 86; American Industrial Hygiene 
Assn. 93; International Assn. of Insur- 
ance Counsel 113; Insurance Account- 
ing and Statistical Conference 133; 
Factory Insurance Assn. 150; Under- 
writers Laboratories 154; Insurance 
Advertising Conference 155; Great 
American 156; International Claim 
Assn. 157,179; Canadian Inland Under- 
writers Assn. 172; American Standards 


Assn. 178; Inland Marine Underwrit- 
ers Assn. 181. 

POLICY FORMS — New Hampshire fire 
policy 7; Alabama fire policy 9; air- 
craft hull 11; Tennessee fire policy 15; 
Iowa fire policy 20; Texas fire policy 
29,82,111,142; Georgia fire policy 40; 
South Carolina fire policy 43; Florida 
fire policy 51; liability policies 63; New 
Mexico fire policy 64; Colorado fire 
policy 54; Vermont fire policy 83; Ar- 
kansas fire policy 88; Indiana fire pol- 
icy 91; time extension 93; Virginia fire 
policy 99; Standard Farm Policy 119; 
Personal liability policy revision 131; 
Personal Property Floater 147; Mis- 
souri fire policy 149; Arizona fire pol- 
iey 158. 

RATES — W.C. graded expense 8,177; 
fire rate investigation 30,66; Virginia 
fire S81; Illinois auto fleet formula 102; 
Oklahoma compensation 140; Michigan 
fire 148; Texas collision 164; California 
compensation 166; New York fire 171. 

SOCIAL SECURITY — U. S. Chamber 
conference 18,167. 

STATE RULINGS — Ohio retaliatory 
opinion 37; cold storage lockers 61; 
stop-loss policies 67; Massachusetts 
HOLC-SCA 89; Illinois hospital group 
117; liability of federal owned autos 
121; Florida workmen’s compensation 
145; A & H ad regulation 159. 

TRAFFIC — Indiana safety responsibil- 
ity law 12; Michigan financial respon- 
sibility 60,116; Virginia financial re- 
sponsibility 104, 

WAR DAMAGE — payment of claims 14; 
cancellation of coverage 69; corpora- 
tion officers 96; frée renewals 98. 

WORKMEN’S COMPENSATION — indus- 
trial accidents 59; stop-loss policies 67; 
disabled workers 86; Oklahoma rate 
reduction 140, 
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The hospitalized service man who likes to tinker with tools finds real enjoyment in a bed 
work bench. The work helps speed recovery and provides excellent vocational training. 


Vocational Training and 
Rehabilitation of the Veteran 


By C. E. HOSTETLER * 


VETERANS ADMINISTRATION, HineEs, ILLINOIS 


N considering the possible reha- 

bilitation program of returning 

veterans there are certain facts 
concerning these veterans in general 
of which you should be cognizant. 
The men in our armed forces are 
among the healthiest and most nor- 
mal of our American manhood. Their 
educational level is high. Fourteen 
per cent of the Army of World War 
IT are college men; fifty-three per 
cent have some high school education, 
and of these almost half are gradu- 
ates. Only a third of the group are 
on the grade school level —as com- 
pared with eighty per cent in the last 
war. 


Not only are the service men of 
today initially better educated than 
those of any previous war, but liberal 
provision has been made for their 
continued education while in the serv- 
ice. In all previous wars the time of 
service was a period of mental stag- 
nation. It represented a block taken 
out of life. This is not true of World 
~ "Am address before the midyear meeting of the 


National Assn, of Mutual Insurance Companies, 
Chicago, March 21, 1944. 


War II. Education in the form of 
camp libraries, group study courses, 
Armed Forces Institute correspond- 
ence courses in which every major 
collegiate institution is participating, 
is making learning continuous with 
the soldier’s life interests. Educa- 
tional planning and opportunity fol- 
low the men everywhere, into the heat 
of Africa and into the arctic nights 
of Iceland. 


The men in the armed forces are 
young men. In 1943, fifty per cent 
of the men in the Army were under 
twenty-five years of age; eighty per 
cent were under thirty. Consequently, 
the great majority of veterans will 
still be in their twenties. At least a 
third will have had no vocational ex- 
perience except that acquired in the 
armed forces, for they entered the 
army directly from school. Only 
about twenty per cent were out of 
school more than three years before 
they were inducted. A _ majority, 
therefore, will have had, at the most, 
one or two short work experiences. 
However, this lack of civilian voca- 
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tional training is counterbalanced by 
the vast amount of technical training 
these men have received while in 
service. 


The armed services, like all society, 
have gone through an industrial rev- 
olution, and as a consequence, the 
technical jobs that must be learned as 
a part of the trade of war run into 
the hundreds. In the last war the 
technicians were in the minority; in 
this war, according to a statement of 
General Somervelle, the technically 
trained amount to about sixty-three 
per cent of the armed forces. “With- 
out them,” he says, “our army would 
be an incongruous mass incapable of 
effective action.” The branches of 
the armed services—the Signal Corps, 
the Air Forces, the Army Supply 
Forces, and the branches of the 
Navy, all have vast training enter- 
prises, entering and graduating thou- 
sands of men a day. Two million men 
technically trained in navigation, me- 
chanics, radio, and a score of flight 
iustruments carried as equipment in 
each plane have been required for the 
hundred thousand planes made last 
year. When it is considered that 60,- 
000 trained specialists are required 
to launch a thousand plane raid and 
keep 10,000 men in the air, the num- 
ber of technically trained men _ re- 
quired for our mechanized forces can 
he readily imagined. The armed 
forces of World War IT are adjusted 
to the understanding of highly com- 
plicated mechanical instruments and 
processes—anti-aircraft gunnery un- 
der remote electronic control; navi- 
gation in the air and on the sea by the 
electron beam; radio communication 
—things which were entirely un- 
known at the time of World War I. 
It is true that much of this training 
has been narrowly technical and 
otherwise limited in scope, as is that 
of the average war worker, but the 
amount of it is unprecedented. 


From such men as these will come 
the veterans who will be seeking our 
aid. 

These men will fall into four gen- 
eral categories: (1) the veterans who 
will return home and will want a job. 
If they want their old jobs back the 
facilities of the employment service of 
the Selective Service are at their dis- 
posal. If they want new jobs the 
facilities of the U. S. Employment 
Service are available to them, along 
with counselling and guidance work ; 
(2) the veteran who will want to re- 
new his educational program inter- 
rupted when he entered the armed 
services. At the present time there 
is no federal legislative provision to 
aid these veterans, but a number of 
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bills have been introduced in Con- 
gress proposing such aid. A Senate 
Bill is scheduled to pass within a few 
days. Hearings are now being held on 
this subject. Just what final provi- 
sions will be made is not certain at the 
moment, but it has been proposed that 
educational provisions be made for 
all veterans whose education was in- 
terrupted, that they receive a mainte- 
nance allowance while in training, 
plus the cost of tuition, books, and 
supplies. One year of education is 
assured with certain provisions for 
additional training where it is mer- 
ited. I have the feeling that some 
provision of this kind will be made, 
but until such law has been enacted, 
there is nothing we can do with re- 
spect to the veteran falling in this 
group; (3) veterans who have disa- 
bilities which are not service con- 
nected—in other words, disabilities 
which existed prior to their induction 
into the service, or disabilities which 
are not pensionable under the federal 
act. A Vocational Rehabilitation 
Service administered through State 
Vocational Rehabilitation Boards of- 
fers aid to many of these veterans. 
(4) Veterans who come out of this 
war with disabilities incurred or ag- 
gravated in service, and who have a 
vocational handicap. This is the 
group I wish to discuss at this mo- 
ment. 

On March 24, 1943, the President 
of the United States signed Public 
Law No. 16—78th Congress. This 
Act provides for a rehabilitation pro- 
gram of disabled handicapped veter- 
ans of the present war. 


Who Is Eligible for Vocational 
Training 


VERY citizen should understand 

the basic requirements for en- 
titlement to vocational rehabilitation 
benefits under this Act. These re- 
quirements are: (1) the veteran must 
have served in the armed forces sub- 
sequent to December 6, 1941, and 
prior to the termination of the pres- 
ent war; (2) he must have an hon- 
orable discharge; (3) he must have 
a disability incurred in service or ag- 
gravated by service for which pen- 
sion is payable under the law (10% 
yt more); (4) he must have a decla- 
ration of vocational handicap; (5) he 
must be in need of vocational rehabil- 
tation to overcome his handicap. 


Training Pay 


While the veteran is pursuing a 
prescribed training program, and for 
two months after his employability is 
determined, the veteran is entitled to 
training pension pay as prescribed 

-under the regulations. If he is a 
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single man, his training maintenance 
is $80 a month; $10 additional pay is 
allowed for wife or husband, and $5 
for each additional child. If the vet- 
eran’s pension is normally below $80, 
a sufficient amount is added to the 
pension pay to equal $80. To illus- 
trate: a veteran received $30 pension ; 
$50 more will be added to that 
amount to equal $80 per month pay- 
ment. However, in the event that his 
pension for disability exceeds $80, 
pension is not reduced to this figure 
—it is continued at the awarded pen- 
sion rate. Also, the cost of tuition, 
use of books, supplies, and equipment 
are paid by the government. 


Accident While in Training 


If a veteran in the pursuit of voca- 
tional rehabilitation, and not the re- 
sult of his own misconduct, suffers an 
injury or aggravation resulting in ad- 
ditional disability or death, the bene- 
fits under laws applicable to veterans 
of the present war shall be awarded 
in the same manner and extent as if 
such disability, aggravation or death 
were service connected within the 
meaning of such laws. Benefits un- 
der this provision shall be awarded 
upon application therefore within 
two years after such injury, aggra- 
vation or death. 


Revolving Loan Fund 


The law established a loan‘ fund of 
$500,000 to be utilized as directed by 
the Administrator. This is in the 
nature of a revolving fund for the 
purpose of making advancements not 
exceeding $100 in any case to per- 
sons commencing or undertaking 
courses of vocational rehabilitation. 
The money advanced bears no inter- 
est and is to be reimbursed in such in- 
stallments as may be determined by 
the Administrator by proper deduc- 
tions from any future payments of 
pension of retirement pay. 


Vocational Handicap and Need for 
Rehabilitation Training 


The purpose of vocational rehabil- 
itation is to restore employability lost 
by virtue of a handicap. A vocation- 
al handicap will be determined to ex- 
ist when, upon the basis of the evi- 
dence of record as to the disabled per- 
son’s education, occupational train- 
ing and experience, it is found the 
disability will materially interfere 
with securing and pursuing employ- 
ment comparable with that for which 
he is qualified by education, training, 
and experience. 


Vocational Advisement 


After the need for vocational re- 
habilitation has been determined we 
institute a program of vocational ad- 


visement. We are insisting upon a 
thorough job of advisement believing 
that the more thorough job we do in 
advisement the less will be our sub- 
sequent problems in training. 


Why is advisement so necessary? 
One would think that previous to en- 
listment these veterans had been em- 
ployed in occupations for which they 
had been trained, but this is not true. 
It is appalling to learn of the large 
number of veterans, and this holds 
equally true of non-veterans, who 
merely drifted into a job, either 
through necessity or without knowl- 
edge of the broader field of oppor- 
tunities in other lines of activity. 


Complete advisement should ac- 
quaint the veteran with full possibil- 
ities in various occupations—a com- 
prehensive picture of the specific field 
of his selection. In many instances 
advisement must be exploratory. In 
the case of the normal worker advise- 
ment may be rather simple, but with 
us we must keep in mind constantly 
the physical impairments of the indi- 
vidual and direct our guidance in the 
specific field in which the individual 
can carry on successfully despite his 
disability. 

We must make an exhaustive in- 
quiry into the. veteran’s previous 
scholastic training, his occupational 
experience, interests, hobbies, intelli- 
gence level, aptitudes,’ etc. 


It has been said that aptitudes are 
inherent. So we may utilize tests in 
an effort to discover the veteran’s 
aptitudes. These tests help us to dis- 
cover special aptitudes — accounting, 
creative ability, mechanical dexterity, 
etc. In many instances these special 
aptitudes are hidden or have re- 
mained dormant. Inasmuch as the 
veteran may have lost a number of 
his abilities, it is important that we 
discover if possible any hidden or 
dormant abilities remaining. 


If we do a satisfactory job of test- 
ing and determining results there will 
be less need to “expose” veterans: to 
shop or job requirements to see if 
they “fit.” Exposure to numerous 
shop or job experiences is all right 
with younger immature persons 
where time is not such a vital factor, 
but we are dealing with adults, and 
time is the essence of everything. We 
must cut short the period of time nor- 
mally consumed to discover likes, dis- 
likes, aptitudes, and abilities. As a 
general rule these veterans want 
quick results. In some instances a 
veteran needs further development of 
a partial skill he has already acquired 
to make him employable while others 
will be obliged to train for an occu- 
pation entirely new to him. 





Selecting an Employment 
Objective 

After full consideration of the vet- 
eran’s scholastic training, occupation- 
al experience, interests, hobbies, in- 
telligence, aptitudes, etc., we under- 
take to select an employment objec- 
tive. 

In simple terms the employment 
objective is the thing for which we 
propose to train the veteran. Inas- 
much as the law requires training for 
specific employment, it becomes im- 
perative that a definite job objective 
be selected. All training must be in 
the direction of the accomplishment 
of this objective. General and aca- 
demic education as such is “out the 
window,” but any academic training 
required to reach an objective is per- 
missible. 

The employment objective in each 
case must be considered in relation 
to the training required. The course 
of training must be completed within 
the minimum time essential to restor- 
ing employability. However, the max- 
imum training period allowable un- 
der the law is four calendar years. 
We must complete the job within this 
period — training and determining 
employability. 


Physical Disabilities Contrasted 
with Vocational Handicaps 


In considering a program of re- 
habilitation for a handicapped vet- 
eran we must consider: (1). the abil- 
ities he has lost; (2) the remaining 
physical abilities he has retained ; (3) 
the requirements of the job for which 
he is to be trained; (4) the type ot 
facility to be used; and last but not 
least in importance, (5) the attitude 
of the man who will employ the vet- 
eran after he has been trained. 


Extent of Physical Limitations 
T is important that we know in 
what way and to what extent the 

disability of the veteran limits his 

ability to work. 


Physical Abilities Remaining 


With us it is important to know 
what a veteran can do with the abil- 
ities he has remaining. We must be 
in a position to utilize and develop 
fully these remaining abilities. If the 
abilities he has lost create a vocation- 
al handicap, then we are confronted 
with the problem of developing skills 
with the remaining abilities in such 
a way as will enable him to pursue 
an occupation comparable with that 
of the normal worker. 

What we are in a position to do 
with the veteran will depend upon his 
intelligence, occupational experiences, 
interests, aptitudes, developed skills, 
ability to acquire additional knowl- 
edge, and his disabilities. From a 
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consideration of these factors we 
may be able to redirect and adjust his 
occupational activities. 


In connection with this problem we 
find many instances where a veteran 
develops an emotional disturbance 
which must be taken into considera- 
tion. This emotional disturbance 
frequently results from his constant 
worry over his disability, and it may 
reach the point where the veteran’s 
confidence in himself becomes im- 
paired. It is not uncommon to have 
this factor appear in the picture. This 
emotional upset may reach the point 
where it becomes the dominating 
factor in the vocational rehabilitation 
program. What we can do for a vet- 
eran in such cases depends upon the 
degree of his emotional disturbance. 


Requirements of the Job 


After a thorough analysis of the 
veteran’s physical impairments and 
what abilities he has remaining, we 
must know the physical as well as the 
scholastic requirements of the job for 
which the veteran is to be trained. 
Some of the things we need to know 
about the job in addition to the job 
definitions are: strength require- 
ments, physical energy requirements, 
nerve requirements, eye strain, body 
dangers, presence of dirt, dust, fumes, 
moisture, noise, etc. Other factors 
in this connection must be known to 
the adviser. Some of them are: gen- 
eral educational requirements, accur- 
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acy, ability to assume responsibility, 
judgment, ability to analyze, fore- 
sight, management ability, alertness, 
application required, initiative re- 
quirements, originality, adaptability, 
memory ability, etc. 

Another factor in connection with 
the requirements of the job is the 
training itself—we call this the train- 
ing program. A complete training 
program is prepared for each vet- 
eran. In this program are listed in 
proper sequence the major kinds of 
work tasks, job operations, processes, 
skills, and occupational information 
required to qualify the veteran to be- 
come employable in the chosen ob- 
jective. 

Type of Facility to be Used 

Inasmuch as we expect to train 
these veterans for permanent employ- 
ment, we anticipate that a period of 
training will be required to qualify 
them for new jobs or even for jobs 
closely related to previous occupa- 
tions. 

The training facilities of education- 
al institutions of recognized stand- 
ing, industrial establishments, farms, 
governmental agencies, etc., will be 
utilized to train these disabled vet- 
erans for employment. 


Employer’s Attitude 
NE of the difficult problems in 
connection with securing em- 
ployment for the physically disabled 
veterans arises from the attitude of 


Wounded service men are given immediate remedial training to fit them for return to normal 
activities as witness the equipment pictured above for exercising leg muscles. 
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employers toward employing persons 
with disabilities. For centuries the 
person with a physical handicap or 
disability was considered a social li- 
ability. In recent years, however, 
this picture has changed perceptibly. 
We have demonstrated that physical- 
ly handicapped persons can be em- 
ployed in jobs where they can pro- 
duce on a comparable basis with per- 
sons considered normal physically if 
they have been adequately trained 
and properly placed. Here is ample 
proof of this statement. 

Some years ago the proprietor of 
a large industrial enterprise estab- 
lished a definite policy of employing 
disabled workers. He organized an 
adequate staff of medical men and 
personnel specialists to put the plan 
into operation. In brief the plan 
works something like this. When a 
disabled person applies for a position, 
he is turned over to the medical de- 
partment for study. His disabilities 
are analyzed from the standpoint of 
occupational pursuits which will util- 
ize to the maximum his remaining 
physical abilities without aggravating 
his disability. After this analysis has 
been made the personnel specialist is 
consulted to determine the kind of 
job the man can do in the light of 
medical findings. A shop foreman is 
brought into the picture to assist in 
directing and supervising the actual 
employment of the man. This policy 
has been proved so sound that the 
management proposes to expand the 
present program of employing handi- 
capped persons. 

As of December 14, 1942, there 
were employed in one plant 11,163 
disabled persons. Of course many of 
the disabilities listed are minor while 
others are quite serious. 


For example: they had employed 
91 persons with one arm amputated 
and 3 persons with both arms ampu- 


tated. These men act as watchmen, 
attend doors, operate elevators, pick 
up papers and work on salvage. Some 
of the one-armed workers are aided 
by the use of an artificial arm. 

One hundred eleven (111) deaf 
mutes were employed ; these men are 
allowed to do most any type of em- 
ployment that a normal person can 
do. They are, however, kept in 
buildings where there are no over- 
head cranes; this is to protect them 
from falling stock. 


One hundred thirty-five (135) ep- 
ileptics were employed ; these men are 
placed on sweeping, light bench work, 
inspection, etc. 

Three hundred eighty-two (382) 
persons blind in one eye were em- 
ployed on bench work, sweeping, etc., 
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but are not permitted to work on ma- 
chines where there is a possibility of 
eye injury or to pursue any other oc- 
cupation barred by the Safety De- 
partment. 

Thirty-five (35) totally blind per- 
sons were employed in such work as 
packing small stock for shipping, as- 
sembly work, inspection, etc. 

Three hundred ninety-seven (397) 
persons with finger amputations were 
employed in varying occupations de- 
pending upon the extent of the dis- 
ability. Many of these workers are 
on regular production work on 
benches or machines ; others work on 
salvage, cleaning departments, etc. 

Two men with both legs amputated 
are working at such jobs as will per- 
mit sitting; they pack stock, repair 
electrical equipment, do inspection 
and clerical work, etc. There were 
157 persons with one leg amputation. 
With the aid of an artificial limb 
some of these men do full time stand- 
ing work at machines and production 
benches ; others work at jobs similar 
to those pursued by workers with 
both leg amputations. 


[ am not going to attempt to cite 
workers falling in all of the seventy- 
one categories, but [ have attempted 
to give a few to show you what a 
carefully organized program based on 
such a policy can accomplish. 

Now what is the proof of sound- 
ness of such a policy? As most of 
you know there is considerable feel- 
ing that insurance rates under work- 
men’s compensation will be increased 
if disabled persons are employed. As 
a consequence of this feeling many 
persons with disabilities are rejected 
for employment. There is little evi- 
dence in fact that such a feeling is 
justified because it has been learned 
through experience at'this plant that 
the accidents among disabled work- 
ers are less than the accidents among 
normal workers doing similar work. 
The answer here of course is quite 
obvious—disabled workers are more 
cautious. A man blinded in one eye 
is going to be very careful to protect 
the other eye, etc. 

This experience has brought out 
several other interesting facts. A 
greater degree of loyalty among dis- 
abled workers is observed. In many 
instances production has increased. 
This policy has proved so successful 
that this organization has announced 
that they can employ 30,000 disabled 
persons in their plants throughout the 
United States. What has made this 
program successful? Organization— 
establishing a policy, setting up per- 
sonnel to carry it out to its final con- 
clusion. 


As most of you know, attitudes 
and fixations are not changed quick- 
ly. A tremendous amount of mis- 
sionary work needs to be done among 
the employment managers and indus- 
trial physicians in order to bring 
about a more general adoption of a 
policy to employ persons with disa- 
bilities. The medical staff of indus- 
trial enterprises needs to be informed 
of possibilities in this field. Legisla- 
tion providing for workmen’s com- 
pensation insurance must be on a 
more liberal basis—this will be done 
[ am sure as experience disproves the 
old traditional idea of increased in- 
surance rates when employing dis- 
abled workers. 


Asset Value of Rehabilitated 
Persons 


ET us look at the record to see 
L what this problem really is. The 
losses through injuries in industry 
for example stagger the imagination. 
Statistics show that the compensation 
for injuries in industry in Illinois 
was 7% greater in 1942 than in 1941. 
In Illinois alone during 1942 we had 
a total of 43,107 injury cases with an 
aggregate compensation of $9,065.- 
357, compared with 41,454 cases 
shown in 1941 involving $8,502,930 
compensation. These figures of 
course do not include many injury 
cases in and out of industry. For ex- 
ample, injuries where disability ter- 
minates within 7 days waiting period 
are not compensable in Illinois and 
are not recorded. If al! these dis- 
abling injuries were recorded, we 
could add to the 43,000 another 116,- 
000, and if wé were to add to this 
figure those injuries sustained in the 
home, the figure of course would be 
much larger. Now these figures are 
for Illinois alone. If we had avail- 
able the figures for the entire United 
States, we would have a fuller real- 
ization of the tremendous economic 
losses caused by accidents and subse- 
quent physical disabilities. 

Let us see what the record is with 
respect to the known number of dis- 
abled persons throughout the United 
States. In a recent survey made by 
the United States Public Health 
Service it was estimated that there 
was a total of approximately 2,500,- 
000 people in the United States with 
orthopedic handicaps, 3,700,000 with 
cardiac disease, 680,000 with tubercu- 
losis, 114,000 totally blind, and 65,- 
000 totally deaf. These are more or 
less major disabilities. 


It has been estimated that 10% of 
all men in the armed forces are going 
to be discharged with some form of 

(Continued on Page 24) 
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hat HasHappenedto Automobile|lnsurance? 


Automobile coverage, while reduced in volume, is still very much 
alive and still a most important part of the insurance business 


By WALTER B. NEWTON 


WO years ago, automobile in- 

surance looked to many as the 

first and major insurance casu- 
alty of the war. The manufacturer 
of new automobiles had been stopped, 
the sale of new cars on hand and of 
tires was severely restricted and gas- 
oline and driving restrictions, though 
not actually in force, were seen as 
eventually certain. Public prognos- 
ticators were freely eliminating the 
automobile from American life, ex- 
cept as an almost exclusively military 
vehicle, and insurance prophets were 
visualizing a tremendous insurance 
depression because of the “certain” 
disappearance of this business. A 
manpower shortage in the automobile 
insurance business was the last thing 
visualized. 

3oth sets of prophets were wrong. 
The first group underestimated the 
staying power of’ tires and cars, the 
unwillingness of Americans to give 
up the automobile and their ability to 
keep their vehicles going despite 
shortages and restrictions. The sec- 
ond group underestimated the same 
things and probably also the faet that 
people will keep their insurance in 
force when they have the money to 
pay for it. The gloomy forebodings 
of ruination took a new turn with 
the appearance of each new wartime 
difficulty. Tires were going to wear 
out in a few months, the government 
was going to seize, first tires, then 
cars, gasoline rationing would be so 
burdensome that no one would bother 
to drive, all civilian driving would be 
prohibited, no one would bother to 
carry automobile insurance because 
he could drive so little, etc., etc. 

It scarcely seems two years ago 
that the insurance trade press and 
insurance gatherings were full of 
solemn advice about how to replace 
“lost” automobile insurance premi- 
ums. Within a few months, how- 
ever, local insurance men discovered, 
to the surprise of many, that they 
were actually writing more automo- 
bile insurance instead of less. This 
increase was in the fire lines and was 
due, of course, to the stoppage of 
new cars. As insureds paid for their 
automobiles, local agents and _sales- 
men secured this insurance. It be- 
came a stock joke that many an 
American in 1942 owned an automo- 
bile for the first time. 
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Auto Insurance premium volume has remained high in spite of government restrictions on gasoline 
and tires. Rather than lay up cats, motorists have readjusted their driving habits to fit the times. 


By the end of 1942, rate reduc- 
tions in the liability field had caused 
a slight drop in the overall automo- 
bile premiums, but not a serious one. 
Fire premiums. were down markedly, 
for obvious reasons. Nevertheless, 
the automobile insurance business 
wound up its first war year in good 
shape, many companies specializing 
in individual coverages making sub- 
stantial increases, and all but the most 
doggedly gloomy prophets were will- 
ing to admit that automobile insur- 
ance would not be liquidated for the 
duration. 


The results of 1943 are now avail- 
able through the Automobile Number 
of The National Underwriter and 
other statistical sources and they con- 
firm this position. Naturally, it 
would be ridiculous to say that auto- 
mobile insurance has been unaffected 
by the war—the facts are strictly to 
the contrary. But the important point 
is that automobile insurance, while 
reduced in volume, is still very much 
alive and still a most important part 
of the insurance business. Despite 
the great increase in workmen’s com- 


pensation and other casualty premi- 
ums, automobile insurance still con- 
stitutes almost 36% of the premiums 
of mutual casualty companies and al- 
most 34% of those of stock casualty 
carriers! 

The overall picture is that automo- 
bile insurance premiums for all 
classes of this business, in all carriers, 
amounted to $619,585,366 during 
1943. This is a decline of slightly 
more than 10% from the 1942 total 
of $694,228,011. 


Historically, automobile insurance 
reached its peak in 1941, when new 
car sales were at their highest point 
and the general level of casualty rates 
was rather high. The total that year, 
when companies writing the big fi- 
nance business found a bonanza, at 
least in premiums, was $833,181,226. 
So it may be said that the two year 
wartime toll of the automobile busi- 
ness was about $213,000,000, or a 
little more than 25%. 

It would not be fair, however, to 
charge all this loss to the war. The 
1941 stream was swollen by premi- 
ums on financed automobiles, reflect- 
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ing a great year in new car sales, and 
history shows clearly that even in 
peacetime two or three good years 
for these sales are followed by one or 
more bad ones. 1941, consequently, 
cannot be called a typical year. 


On the other hand, the 1943 total 
was less than the 1940 figure of $716,- 
994,646 and also less— but not by 
much — than 1939, when the score 
was $645,116,593. Both 1940 and 
1939 were regarded as good years. 
Going back to 1938, not an outstand- 
ingly good year, but not the bottom 
of the depression, either, we find that 
the 1943 total exceeded the 1939 fig- 
ure of $596,171,890. 


O emphasize that the big drop 

in premiums has come from shut- 
ting off the flow of new cars, the mu- 
tual companies, writing very little fi- 
nance business, had more premiums 
in 1943 than they had in either 1939 
or 1940, while the stock casualty 
companies wrote more premiums in 
1943 than they did in 1939 and were 
only slightly under the 1940 mark. 


The fire side of the business obvi- 
ously cannot hope to recover its 
palmy days until the manufacture and 
sale of new cars is resumed on a large 
scale, but a number of individual car- 
riers have managed to show increases 
despite the lack of the primary source 
of fire premium volume. While it is 
true that values of used cars are hold- 
ing up and even increasing, because 
of the present artificial market condi- 
tions, the fire premiums do not prop- 
erly reflect this increase. Where in- 
surance is written on the stated 
amount plan, if the insured is pru- 
dent enough to watch his values, or 
his insurance man is aggressive 
enough to call them to his attention, 
he probably will pay a somewhat 
higher premium, or at least not re- 
duce the amount of insurance on re- 
newal. However, the actual value 
policy has become understandably 
popular during the last two years. 
These premiums have not increased 
and in many cases have been reduced, 
by the car dropping into a lower age 
bracket, although the value may have 
increased. 


The loss picture in automobile fire 
lines likewise is not nearly as dark 
as has been predicted many times dur- 
ing the past two years. The situation 
is admittedly difficult, particularly in 
collision, because the difficulty of 
getting parts and the labor situation 
has greatly advanced the cost of re- 
pairing cars. The failure to make 
any increase in actual value premiums 
and only spotty increases in collision 
premiums have worried many under- 
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writers. However, the loss ratio for 
1943 looks very satisfactory. It is 
difficult to draw any absolutely reli- 
able conclusions, because the finance 
business distorts the whole picture. 
In 1942, the companies writing fi- 
nance business saw their premiums 
melt away, while losses from policies 
written the preceding year piled up. 
The result was that the stock fire 
companies had a loss ratio of almost 
77% on automobile lines in 1942. 
Last year this went down to 47.7 and 
the overall automobile insurance loss 
ratio improved considerably. 


Perhaps the safest test of automo- 
bile fire experience is found in the 
mutual fire companies—those writing 
fire coverages only and not any au- 
tomobile casualty lines. This group 
wrote $14,376,883 in automobile pre- 
miums in 1943, a drop of about 6% 
from the 1942 total of $15,286,367. 
The loss ratio on this business, how- 
ever, was about 30% in 1943 and 
over 36% in 1942. Since these com- 
panies had very little finance business, 
their experience is probably typical 
of the trend of automobile fire cov- 
erages for the individual owner. It 
seems, then, that the gloomy outlook 
on loss possibilities in these lines is 
not being substantiated. 


Perhaps the most outstanding phe- 
nomenon of the impact of the war on 
the automobile insurance business has 
been the fate of the insurance com- 
panies owned by finance companies 
for the purpose of insuring their 
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business. It was inevitable, of course, 
that they should lose ground, but the 
actual figures are most startling. The 
largest one, owned by one of the 
great automobile companies, was not 
only the leading automobile insurer 


_in 1941, but near the top of the list 


of all fire insurance companies. From 
its dizzy pinacle of over $39,000,000 
in premiums in 1941, it fell to $8,- 
459,794 in 1942 and, dropping at a 
much less steep angle, to $5,104,233 
in 1943. Other carriers under simi- 
lar auspices suffered the same fate. 
However, it may be pointed out that 
$5,000,000 is still a lot of premiums 
and, though its writings will un- 
doubtedly be still further reduced as 
the war runs on, the company is by 
no means out of business and is ready 
to “go to town” again—once the new 
automobile market is resumed. 


ee @ @ 

HE virtual elimination of finance 

companies from the automobile 
insurance market has brought about 
speculation as to the future of this 
business after the war. A reasonable 
amount of printer’s ink is being con- 
sumed at present in suggestions for 
banks and other financial houses tak- 
ing a big slice of this, insurance be- 
ing written, of course, through local 
insurance connections. Perhaps some- 
thing will come of this, but realists 
believe this is mostly wishful think- 
ing, that the major finance companies 
are not going to give up their busi- 
ness meekly and have no intention of 


The need for transportation by war workers has kept many cars on the road which might other- 
wise have been placed in dead Storaae. 








changing their policies on insurance. 
The fire insurance companies never 
did succeed in handling the automo- 
bile finance business to their satisfac- 
tion, or even agreeing on the desira- 
bility of this business. It may be 
that the insurance world will see more 
companies owned by finance compan- 
ies in the field after the war. 

One threat of these “captive” car- 
riers, however, never materialized. 
While some of them have been so- 
liciting renewals of insurance on fi- 
nanced automobiles, with some suc- 
cess, none of them have entered the 
general fire insurance business, as 
some feared. However, some finance 
companies have acquired control of 
general writing fire and casualty car- 
riers, although so far their operations 
have been distinct from those of the 
parent companies. The possibility of 
moves along these lines, however, re- 
niains. 


There have been few changes in the 
field of coverages offered by automo- 
bile fire insurance carriers. The most 
important development was the adop- 
tion of the “80-20” or 80% collision 
form, with which a full coverage mu- 
tual rode to the top place in the entire 
automobile insurance field. It was 
opposed bitterly by many bureau ac- 
tuaries for years, but now it is being 
generally written by mutual and stock 
fire carriers and seems to be causing 
no major trouble. 

In the casualty field, the premium 
drop in 1943 was more noticeable 
than in 1942. As far as can be de- 
termined, however, it seems to have 
been caused almost entirely by rate 
reductions. Such a drop was inevit- 
able, but the actual number of cars 
insured does not seem to have de- 
creased materially. Premium reduc- 
tions began in 1942, but the full force 
was not felt until last year. 


Rate reductions were inevitable. 
They were at least a political neces- 
sity and so far they seem to be justi- 
fied on an actuarial basis, although 
honest underwriters admitted in 1942 
that future experience could be fore- 
cast as accurately by flipping coins as 
by any statistical method. The re- 
strictions in driving caused by gaso- 
line rationing and other considera- 
tions and the general enforcement of 
wartime speed limits made it impos- 
sible to justify premiums based on 
pre-war conditions. By the end of 
1942, the gasoline ration book had 
superseded all other standards for 
rating private passenger cars. It was 
probably as fair a method as could 
be devised and, with wartime uncer- 
tainties, about the only method on 
which any two underwriters, insur- 
ance commissioners, producers or in- 
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surance buyers could be expected to 
agree. Insureds holding A and B 
cards secured generous reductions in 
rates and in many territories still fur- 
ther reductions were put in force. 
The various changes in gasoline ra- 
tioning, and particularly the ban on 
pleasure driving in the east, compli- 
cated matters, but so far no one has 
seriously objected to this yardstick 
and it appears likely that it will re- 
main in force for the duration of 
gasoline rationing. 


IGRESSING for a moment, the 
future of rating standards after 
the discontinuance of rationing, when- 
ever that happy day may occur, is 
providing interesting speculation. 
Certainly the old standards, based up- 
on use of the car and age and number 
of drivers, will be hard to reapply 
with any degree of assurance, unless 
gasoline rationing shall have been 
continued until after general condi- 
tions are otherwise normal. Bluntly, 
no one knows exactly what automo- 
bile conditions will be like at that 
time. Much may depend on whether 
new cars are available in appreciable 
numbers then. Underwriters will be 
compelled to guess whether the public 
will engage in a sudden orgy of wild 
driving, whether the accident ratio 
will skyrocket, or whether wartime 
habits will wear off slowly. The pub- 
lic, and probably most insurance su- 
pervising authorities, will not be 
friendly to increased rates and there 
will be a heavy burden of proof on 
the carriers. It may be assumed that 
underwriters and bureau chiefs are 
giving serious thought to this aspect 
of “post-war planning”, but we must 
admit that they can do very little in 
a positive way until the fog of the 
future lifts at least a little. 

But that is putting the cart before 
the horse. We are concerned with 
what has happened to automobile in- 
surance ; not what may happen. And 
we started to say that automobile cas- 
ualty premiums went down in 1943, 
considerably more than they dropped 
in 1942. The actual drop was over 
$46,522,000 but bodily injury and 
property damage liability premiums 
still aggregated over $544,000,000, 
which leaves the automobile casualty 
business very decidedly in the “big 
business” stage. 

A searching look at the figures 
confirms the impression which a talk 
with any underwriter or producer 
leaves—that there is no reason to be- 
lieve that the number of insured cars 
has diminished materially. There has 
probably been some reduction—this 
is inevitable with the number of cars 
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known to have gone off the road. In- 
surance companies do not report the 
number of cars insured and hence 
there is no fool-proof method of de- 
termining that. However, the auto- 
mobile casualty reductions were al- 
most exclusively in bodily injury lia- 
bility premiums— not in property 
damage liability rates. And the.bod- 
ily injury premiums accounted for al- 
most the entire reduction. They 
dropped almost $43,000,000 —a de- 
cline of 13%. Meanwhile, property 
damage liability premiums, unaffected 
by rate reductions declined only 3% ° 
-—approximately $3,500,000. 


Thus, taking the property damage 
liability figures as a guide—and fall- 
ing back on the safe assumption that 
few private passenger automobiles 
are insured against one hazard and 
not the other—it seems to be a reason- 
able conclusion that only about 3% 
less automobiles were insured against 
casualty hazards in 1943 than in 1942. 
This is far less than any known esti- 
mate of the percentage of automo- 
biles withdrawn from circulation and 
thus we get the comforting conclu- 
sion that insurance men are still sell- 
ing and the public is still buying au- 
tomobile liability insurance—probably 
in greater numbers, or at least in 
greater proportion than ever before. 


This record was achieved in the 
face of at least one major adverse 
factor. In 1941 the state of New 
York passed a very stringent financial 
responsibility law, suspending the li- 
cense of any motorist involved in an 
accident unless he could show that, 
at the time of the accident, he was 
able to pay damages. It went into 
effect at the beginning of 1942 and 
in the fall of 1941 and early in 1942 
practically every insurer entered in 
New York entered into a tremendous 
campaign to sell insurance on the 
strength of this law. They were 
overwhelmingly successful. — Esti- 
mates of the proportion of insured 
automobiles in New York rose to as 
high as 70% ; while in the past these 
estimates had run from 15% to 25%. 
Then the inevitable reaction set in 
and it was accentuated by the ban on 
pleasure driving in the east, which 
was in force early in 1943. Partic- 
ularly in New York City, the num- 
ber of automobile registrations not 
renewed reached alarming propor- 
tions for a while and the percentage 
of non-renewed automobile liability 
policies also became large. <A cer- 
tain number of people who had been 
scared into buying insurance the first 
year would have cooled off a year 
later anyway and the combination of 

(Continued on page 23) 











UALIFIED approval was 

given to the continuation of 

graduated expense plans in 
New York workmen’s compensation 
business by the decision released on 
April 13 by Superintendent Robert 
IX. Dineen. With apparent reluctance 
Mr. Dineen came to the conclusion 
that there was legislative justification 
for the graduated expense principle, 
but he deplored the fact that it was 
being applied “with out-moded statis- 
tics, developed largely on a judgment 
basis by one interested group and 
representing only a partial cross sec- 
tion of the business.” 

The Superintendent further stated 
that except for the fact that at least 
one segment of the public is saving 
money under the present plan, and 
the help shortage which now exists 
due to the war, he would feel con- 
strained to order the immediate ter- 
mination of all graduated expense 
plans until up-to-date and adequate 
statistical data are obtained. He con- 
tinued : 

“The data produced so far, inadequate 
as they are, support to some extent the 
plans now in existence and for that rea- 
son they will be permitted to continue 
for the present. The industry as a 
whole, including those who are opposed 
to graduated expense, should join to- 
gether under the supervision of the Com- 
pensation Insurance Rating Board and 
this department in mapping out a pro- 
gram for obtaining good figures and 
keeping them up to date.” 

Highlights from the decision 
reproduced below : 

“On March 7th and 8th, 1944 a 
public hearing was held to reconsider 
existing New York workmen’s com- 
pensation rating plans and, as an in- 
cident thereto, to explore the prin- 
ciples underlying any proposed mod- 
ifications, extensions or refinements 
thereof. 


are 


“Some of the existing and pro- 
posed plans involve the principle of 
graduated expense and particular at- 
tention was directed to that phase of 
the problem during the course of the 
hearing. There are now on file in 
this department three decisions re- 
lating to that subject; one by Super- 
intendent Van Schaick dated Decem- 
ber 20, 1932, and two by Superin- 
tendent Pink dated April 28, 1937 
and June 14, 1940, respectively. Since 
these decisions are available to the 
public I do not deem it necessary to 
refer to them at length in this deci- 


JouRNAL OF AMERICAN INSURANCE 


sion. Suffice to say, Superintendent 
Van Schaick rejected the proposal be- 
fore him. Superintendent Pink in 
the 1937 decision approved, in effect, 
the principle of graduated expense in 
so far as it related to acquisition cost. 
In the 1940 decision the principle was 
extended to apply to administration 
and payroll audit. In the proposed 
plans rejected by the Compensation 
Insurance Rating Board, and consid- 
ered under this decision in principle 
only, the graduated expense princi- 
ple was still confined to acquisition, 
administration and payroll audit but 
the proposals called for more ex- 
tended graduations. 

“The Superintendent in reconsid- 
ering the existing plans acted pursu- 
ant to the authority conferred upon 
him by Section 184, subdivision 4 of 
the Insurance Law. In so doing 
he was mindful of the advantages 
which flow from continuity of policy 
in the department. However, he felt 
constrained to re-examine the entire 
subject since responsibility for rates 
and rating plans is imposed upon him 
by statute rather than upon the de- 
partment. 


“One of the factors which impelled 
the Superintendent to re-examine the 
situation at this time was the argu- 
ment, pressed vigorously by the mu- 
tuals and the State Fund, that the 
application of the principle of gradu- 
ated expense constitutes unfair dis- 
crimination since it is said to result 
in reduced costs to large risks at the 
expense of the small risks. The 
stock companies, on the other hand, 
contend that the expense of servic- 
ing small risks is proportionately 
greater than that of servicing large 
risks and that failure to reflect that 
fact in expense differentials between 
the two would constitute discrimina- 
tion in favor of the former at the ex- 
pense of the latter. Furthermore, 
and this goes to the heart of the prob- 
lem, the stock companies contend that 
the Legislature was familiar with this 
principle and by adding the words 
“and expense elements” to Section 
183, paragraph (c) of subsection 1 
in the recodification of the Insurance 
Law in 1939, had imposed a manda- 
tory duty upon the Superintendent to 
recognize it. 

“The Superintendent felt that his 
first responsibility was to ascertain 
whether or not the application of the 


ATT 


NEW YORK COMPENSATION DECISION DEPLORES 
INADEQUATE STATISTICS 


PA 


principle of graduated expense was 
authorized by the Insurance Law. If 
the Legislature intended that that 
principle should be applied and had 
indicated its intent by appropriate 
language to that effect in the Insur- 
ance Law, then the Superintendent 
has no alternative except to admin- 
ister the law as the Legislature en- 
acted it. Section 183, paragraph (c) 
of subsection 1 provides as follows: 

‘No rate shall discriminate unfairly be- 
tween risks involving essentially the 
same hazards and expense elements or 
between risks in the application of like 
charges and credits.’ 

“It will immediately be seen that 
the whole question hinges upon the 
meaning of the words ‘and expense 
elements. The Superintendent 
caused a search to be made of the 
records of the legislative committees 
entrusted with the responsibility of 
recodifying the law. A search was 
also made of the records of the Leg- 
islature itself to see whether or not 
there was any debate as to the mean- 
ing of these words. No record could 
be found at either source. Since 
proceedings before the Superintend- 
ent are informal and are not governed 
by the rules of evidence the Super- 
intendent received evidence from 
members of the stock and mutual 
companies who were in contact with 
the chairmen of the Insurance Com- 
mittees of both the Senate and the 
Assembly in 1939. That evidence 
satisfies the Superintendent that the 
stock companies sought to have these 
words added to the law to justify the 
application of the principle of gradu- 
ated expense and that the mutual 
companies opposed the addition of 
the words because they felt, or at 
least so they claim, that the princi- 
ple of graduated expense would in- 
evitably lead to unfair discrimination 
because the large risk would obtain 
his insurance for less than the small 
risk. There was no debate on the 
floor of either the Senate or the As- 
sembly and consequently the Super- 
intendent has no alternative except to 
conclude that the members of the 
Legislature were cognizant of the 
purpose for which these words were 
added to the statute. He therefore 
concludes that there is legislative au- 
thority for the principle of graduated 
expense in New York State. 

“Section 18, subsection 2 of the 
Insurance Law requires the Superin- 





tendent to submit annually to the 
Legislature a report containing, 
among other things, those legislative 
recommendations which are deemed 
by him to be necessary or desirable. 
The Superintendent therefore per- 
mitted the interested parties at the 
hearing to discuss the principles un- 
derlying graduation of expenses upon 
the theory that such evidence might 
be helpful in enabling him to make 
legislative recommendations on the 
subject at a later date should he deem 
it necessary or advisable. 


N order to explore that phase of 
the matter the Superintendent re- 

quested the Compensation Insurance 
Rating Board to furnish a_ history 
and statistics indicating the extent of 
the difference in cost between large 
and small risks under current rating 
plans. 

“The Superintendent must assume 
that the Legislature was familiar with 
the fact that there were more small 
risks than large and that prior to 
1939, the year in which the law was 
recodified, the Insurance Department 
had approved the introduction of loss 
and expense constants as well as a 
limited form of the principle of grad- 
uated expense, factors which by their 
very nature resulted in lower costs 
for the large risk. The Superintend- 
ent must also assume that the Legis- 
lature must have anticipated that fol- 
lowing the addition of the words ‘and 
expense elements’ to the statute, it 
was inevitable that further extensions 
of the principle would be applied. 
Should the Legislature conclude that 
the continued extension of the appli- 
cation of this principle constitutes an 
undue hardship on so-called small 
business, it is always its prerogative 
to change the law. The important 
thing is that the Superintendent shall 
not by any process of interpretation 
attempt to usurp the legislative func- 
tions. 

“This brings us to the next phase 
of the discussion, namely, the con- 
tention advanced by the mutuals and 
the State Fund that because of the 
social objectives inherent in any 
workmen’s compensation plan and 
because compliance with the Work- 
men’s Compensation Law is manda- 
tory, premiums paid for that form of 
coverage are, in effect, a tax. On 
that premise they argue that any dif- 
ferential in cost between the large 
risk and the small risk is at war with 
elementary principles of taxation. The 
stock companies, on the other hand, 
assert that this contention of the 
mutual companies is unsound. They 
point out that an employer can insure 
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with a stock company, a mutual, the 
State Fund or can be self-insured. It 
is conceded by all that the cost which 
the employer pays varies with the me- 
dium of insurance which he employs. 
The stock companies therefore con- 
tend that this very elasticity of choice 
with its attendant variations in price 
is inconsistent with the rigid struc- 
ture of a tax. 


“The Superintendent has concluded 
that if the Legislature had intended 
that the application of rating rules to 
compensation insurance should be on 
a different basis from other forms of 
insurance because of its mandatory or 
social aspects, it could have said so 
in the statute. That it did have in 
mind that there were some differences 
between compensation insurance and 
other forms of insurance is evidenced 
by the fact that in Section 184, sub- 
section 5 it is required that rate fil- 
ings for compensation insurance shall 
10t be made effective until they have 
been approved by the Superintendent. 
It is the Superintendent’s belief that 
the failure of the Legislature to make 
any other distinction is an indication 
that it did not feel that workmen’s 
compensation insurance as such was 
entitled to different treatment from 
any other form of insurance except in 
the respect just enumerated.” 





WHAT HAS HAPPENED TO 
AUTOMOBILE INSURANCE? 


(Continued from page 21) 


difficult driving conditions made for 
a heavy. drop in New York. 


Although a complete breakdown is 
not available to the writer at this 
moment, there is strong and reliable 
opinion that the New York situation 
accounted for the major portion of 
the decrease in automobile casualty 
premiums. This view is supported by 
the fact that the full coverage com- 
panies—stock companies chartered to 
write both fire and casualty automo- 
bile lines—which are not licensed in 
New York, actually showed a slight 
increase in 1943 (a little more than 
1%), while all other classes of car- 
riers dropped. 

New financial responsibility laws in 
Indiana, Michigan, Oregon and Ohio 
were accompanied by organized sales 
campaigns and undoubtedly brought 
in new risks, although it is doubtful 
if they offset the New York loss. 


T is doubtful if there will be any 
further material automobile cas- 
ualty rate reductions, so from now on 
the premium figures should reflect 
the wartime trends accurately—being 
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affected mainly by the number of cars 
available for insurance and the will- 
ingness and ability of the public to 
pay for coverage. 


Probably there will be some fur- 
ther reduction in the total volume in 
1944, as a certain number of cars are 
bound to go off the road, but, barring 
unforeseen developments, the drop 
should not be great. 


Automobile casualty experience 
was satisfactory during 1943, despite 
fears of many that the rates had been 
cut too low. Property damage liabil- 
ity is currently causing more worries 
than personal injury liability, for the 
same reasons as collision insurance. 
Sut the automobile casualty business 
generally improved its loss ratio. The 
loss ratio of stock casualty compan- 
ies on automobile lines dropped from 
43% in 1942 to about 401%% in 1943. 
Mutual companies during the same 
period showed a drop from 40% to 
a little over 35%. Uncomplicated by 
hectic changes in finance business, 
these figures should reflect wartime 
driving conditions with a fair degree 
of accuracy — and indicate that the 
1942 premium adjustments, plucked 
out of thin air with a fervent prayer, 
were not too far off equity. At the 
same time, most authorities recognize 
that experience of these wartime 
years will be of questionable value 
for the future. 


Undoubtedly, the greatest single 
factor in keeping automobiles insured 
was the fact that the public had 
money to pay the premiums. As long 
as wartime payrolls keep up, and as 
long as people are able to drive their 
cars, they will probably keep on in- 
suring. This particular factor seems 
to have been completely overlooked 
by the alarmists of early 1942. They 
may be forgiven for underestimating 
the ability of the American public to 
keep their wheels rolling, even on a 
reduced basis, but they should not 
have forgotten that during the de- 
pression automobile insurance premi- 
ums declined much more sharply than 
the number of cars on the road. 


Cessation of wartime employment 
will probably cause more trouble to 
automobile insurers than any present 
wartime factor. Many persons antic- 
ipate a year or more of very bad loss 
experience, when premiums will be 
off and accident victims, now too 
busy to press claims, will be suing 
right and left. The same predictions 
are being made for workmen’s com- 
pensation insurance. Only time has 
the full answer. Meanwhile, it can 
be said with certainty that automo- 
bile insurance has survived a crucial 
test with flying colors. Any line 
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which constitutes 34% and 36% of 
a big business—and this in the face 
of the other major casualty line, 
workmen’s compensation, roaring to 
a peak—is a vitally important part 
of the business. It is even conceiv- 
able that, if compensation premiums 
level off, automobile insurance may 
actually increase their proportion 
somewhat before the war is over. 
Certainly it will regain at least part 
of its old percentage as soon as the 
war is over. 





PURCHASING SCHOOL 
NSURANCE 


(Continued from page 10) 


Self-insurance should not be at- 
tempted unless the board is satisfied 
that its risks are scattered over an 
erea wide enough to prevent confla- 
gration losses. Secondly, the risks 
must be sufficient in number to allow 
the law of averages to work in con- 
nection with losses. Even if these 
two basic requirements are met the 
school board must consider a number 
of other things before it sets up a 
self-insurance fund. The fund must 
be large enough at all times to meet 
the greatest possible loss. Therefore, 
if self-insurance is attempted it is 
wise at first to insure the largest 
risks, at least partially, with a private 
insurance company. The problem of 
prevention, the problem of the size of 
the deposits to be made into the fund, 
the problem of the investment of 
funds on hand, and many other prob- 
lems must be solved. 


It can be seen that the adoption of 
a self-insurance plan is a big under- 
taking; and it is doubtful, consider- 
ing the circumstances under which 
school boards operate, if any board 
in Pennsylvania should venture into 
this field. 


Competent and Disinterested 
Advice Necessary 


Regardless of the insurance plan 
adopted, the school board needs the 
advice of competent and disinterested 
persons. Insurance is a_ technical 
subject and usually the board mem- 
bers do not have the knowledge nec- 
essary for an adequate solution of 
their insurance problems. 


Independent insurance advisers 
may be obtained by hiring competent 
persons or requesting them to volun- 
teer their services, if such persons 
are available. A number of govern- 
mental bodies in Pennsylvania have 
requested the services of the Insti- 
tute of Local and State Government 
of the University of Pennsylvania. 


JoURNAL OF AMERICAN INSURANCE 


VOCATIONAL TRAINING 
AND REHABILITATION 


(Continued from page 18) 


disability. If we add one and one- 
quarter million veterans coming out 
of this war with disabilities to the 
civilian disabilities, you will be able 
to get some notion of the magnitude 
of this problem—a total of 8,309,000 
disabled persons. This is a problem 
industry cannot close its eyes to and 
refuse to assume its share of the re- 
sponsibility for doing something 
about it. The loss of manpower 
labor hours to industry if these vet- 
erans go untrained staggers the im- 
agination. If we do our duty and 
train these veterans adequately so 
that they can carry on successfully 
in new occupations on a comparable 
basis with the normal worker, the as- 
set value to industry and society is 
incalculable. 


Cooperation 


The Veterans Administration is 
charged with the responsibility of 
preparing the handicapped veteran to 
carry on successfully in our industrial 
society. The Veterans Administra- 
tion obviously cannot do this job 
alone. We need the friendly under- 
standing and cooperation of business 
concerns, labor organizations, educa- 
tional institutions, governmental agen- 
cies and any other facilities we may 
be called upon to utilize in order to 
accomplish the training and employ- 
ment provisions of the Vocational 
Rehabilitation Act. We must not 
fail and we will not fail if each of us 
will do his part in this gigantic un- 
dertaking. We welcome your assist- 
ance. These veterans left the work 
bench, the office desk, the sales count- 
er, industrial shops, and entered the 
armed service, not with any desire to 
lose a leg, an arm, an eye, or suffer 
a gunshot wound, or acquire an or- 
ganic disease, but to fight for a cause 
which was just as much a concern of 
those who remained at home as it 
was of the veterans who engaged in 
battle; and in some measure it was 
a much greater concern of many of 
us, because of the position of our 
enterprises in the world of affairs. 
Now these men are coming back and 
asking for an opportunity to return 
to civilian life as normal economic 
workers on the same productive basis 
as any other employee. It is only 
fair that we supply that opportunity. 
This seems to be a reasonable request 
in return for the magnanimous serv- 
ice they have rendered to our country. 


INDIFFERENCE TO FIRE 
HAZARDS 


FTER each fire of major interest 
newspaper comment is intense 

with suggestions bearing on the pre- 
vention of future catastrophes of 
similar nature. One of the best edi- 
torials on the recent disaster in San 
Francisco was printed in the Chron- 
icle of that city. Accompanying was 
a cartoon by Swigart which got at the 
nub of the trouble labeling it as “San 
Francisco indifference to fire haz- 
ards.” This remark need not have 


-hbeen directed only at San Francisco. 


The general indifference of the pub- 
lic, and often of officials, to fire pre- 
vention and proper regulations in that 
field, is largely responsible for such 
ghastly episodes as recently occurred 
in the western metropolis. 

The editorial referred to above is 
reproduced here as emphasizing that 
there are grave problems yet to be 
solved on the home front. 


FIRETRAPS 
SAN FRANCISCO CHRONICLE, March 29, 
1944, 


(Reprinted by Permission) 

Every so often, sometimes oftener, 
there is a fatal fire in San Francisco, as 
also in other large cities in the United 
States. Each time lessons are drawn 
about fire traps, fire escapes, rubbish and 
the like; stern resolves are made to do 
something about it. The lessons would 
be salutory and the resolutions useful 
except that we forget so quickly. In no 
time at all after such a disaster as the 
fire in the New Amsterdam Hotel, where 
22 persons lost their lives we are likely 
to be shocked by just such another ca- 
tastrophe. As a people we are just plain 
careless about safety from fire. 


It is rare that a single fire of whole- 
sale fatality brings about general im- 
provement in conditions. The Iroquois 
Theater fire in Chicago in 1903 is almost 
a singular example. That catastrophe 
produced a general and striking improve- 
ment in safety conditions in theaters 
throughout the United States. But in 
that instance 602 persons had to die at 
one time that such places of public as- 
semblage should be safer. A host of 
cheap hotel and lodging house fires with 
a cumulative fatality list much greater 
has not made these places safe. The 
total death roll escapes notice; the indi- 
vidual cases are not sufficiently appalling 
to compel public action. 


Shall we have to wait until a single 
hotel fire claims some 600 or 700 victims 
before this Nation moves to make houses 
of public lodging safe? 


There is here a field that deserves the 
attention of post-war planners, city, 
state and national. To clear out the fire- 
trap public lodgings that crowd every 
city in the country and replace them with 
safer structures would be a task that by 
itself would go a long way toward meet- 
ing the employment problem of the tran- 
sition time. This is a job that can be 
done only under public authority and 
with public help. It is a matter not only 
of saving lives but of promoting public 
health and standards of living. 
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Employers in Michigan placed more 
Workmen’s Compensation insurance with 
this Company in 1943 than any other 
insurance organization operating in the 
State. Since 1914, this position of leader- 
ship has belonged to Michigan Mutual 
exclusively and in most of these years 


its Compensation premium volume has 
exceeded the combined total of companies 
in second, third and fourth positions. 


This Company is first in business volume 
because it is first in helpful service to its 


Workmen’s Compensation policyholders. 


MICHIGAN MUTUAL 


Substantial dividend savings .. . Safety 
Engineering cooperation . . . local claim 
service . . . and specialized facilities for 
the rehabilitation of injured workers are 
some of the extra services Michigan 
Mutual affords through its combined pro- 
gram of protection and prevention. Since 
1914, Michigan employers have recog- 
nized the merit of this Company’s Work- 
men’s Compensation insurance and have 
made it first choice in protection against 
losses from industrial accidents and 


occupational diseases. 


LIABILITY COMPANY 


163 Madison Avenue, Detroit 26, Michigan 


ence en UT aa” 
Founded 1912 ey Dividend Paying 
oy 


Workmen’s Compensation ° Automobile 2 General Casualty Insurance 


through its affiliate 


ASSOCIATED GENERAL FIRE COMPANY 


it writes Fire Insurance and Allied Lines 














HE hazards of chance create many problems which 
leave people groping blindly for a solution. Hardware 
Mutuals policy back of the policy has eliminated thousands 


of such hazards by guiding men and women to carefully 
planned, thoroughly vigilant protection in all lines of casu- 
alty and fire insurance. 


The policy. back of the policy is of constant, active service 
to policyholders, because it is a way of doing business that 


makes their interests our first consideration. Its basis is 


> 


sound, capable management. Its tangible benefits in safety 
and savings have attracted hundreds of thousands of pol- 
icyholders to Hardware Mutuals during the past 30 years. 
Its high standards of service are sustained by experienced, 
full-time representatives throughout the United States. 
Because it has meant constant care in the selection of risks, 
it has made possible the return of substantial dividend sav- 
ings to policyholders every year since origin. These divi- 
dend savings now total over $87,000,000.00. 


FEDERATED HARDWARE MUTUALS Hardware Mutuals 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin 


Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnesota Stevens Point, Wis. * Owatonna, Minn. * Offices Coast to Coast 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 


LICENSED IN EVERY STATE 


Compensation, Automobile and other lines of non-assessable 


CASUALTY AND FIRE INSURANCE 











